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° . . 

tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 

without sacrificing the good will of the customer. 
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IVING trusts are becoming more and more popular with 
the public of our smaller cities as well as of New 
York. Many banks have entered this field of activity 
without the knowledge that so new and highly technical 
a science demands. “The result,” says CurHBEertT LEE, 
“has been in a good many cases almost unbelievable disregard 
of the proper practices; nothing but the happy chance that no 
client has examined closely into what has been done has saved 
such institutions from severe penalties. On page 230 of this issue 
Mr. Lee begins a series of twelve articles designed to serve as a 
manual for trustees and would-be trustees in both large and small 
banks. This month Mr. Lee discusses some of the main advan- 
tages that this type of investment offers as protection against 
disaster through business failure, unjust lawsuits, or the impor- 
tunities of relatives. Next month he will consider “The Trust 
Agreement”; and in succeeding articles he will take up “Accept- 
ance of the Trust,’ “Commencing the Administration,” ‘The 
Trustee’s Records,” ‘Investments,’ “‘Income,”’ “Additions and 
Withdrawals,” “Current Administration,” “Accounting,” “Insur- 
ance ‘Trusts,’ and “Business Insurance Trusts.” 


OnE of the most insistent popular cries of the day is “Balance the 
Budget!’ But is this a reasonable demand? JosrErpH Stace 
LAWRENCE believes not. In an article appearing on page 217 of 
this issue he admits that the fear of the conservatives that continu- 
ing budget deficits will lead to destruction of governmental credit 
and inflation is well grounded in past experiences. But, he 
countercharges, the critics of the Government’s policy have taken 
an essentially unrealistic attitude. Governmental expenses along 
many lines cannot be cut without real injury to the future welfare 
of the country; all constitutional and practicable ways of raising 
revenue are already being employed. As there has been no 
hesitation in borrowing to meet the emergencies of war, Mr. 
Lawrence believes there should be none in using the same measures 
to meet the equally grave financial crisis. ‘To prove his point 
he brings in the ideas of many fiscal students on the “cyclically 
balanced budget” and discusses the failings of the “noble pillar 
of the exchequer,” the income tax. 


Lione, D. Eni takes the opposite view on the importance of a 
balanced budget. In his discussion, on page 222, of the effort 
to retain or recover the gold standard, Mr. Edie declares that 


{Continued on page xIv} XI 
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the problem of the few countries retaining the gold standard is 
to conduct their affairs in such a way that confidence in their 
ability to remain on it will be unshaken. A prime factor for such 
an achievement, he believes, is the balancing of their governmental 
budgets. In his article, which is entitled “World Problems and 
Proposed Remedies,” Mr. Edie discusses not only the financial 
troubles of the United States but the currency situation in the 
principal foreign nations as well, and takes up the four main 
proposals for relief: (1) maintenance of and return to the gold 
standard, (2) adoption of bimetallism, (3) the use of a managed 
currency, (4) improvement of financial relations between the 
U.S.S.R. and foreigners. Mr. Edie believes that one very 
important possibility is the adoption by Russia of a platinum 
coinage to be used internally exclusively by foreigners and to 
free for world trade the foreign currencies now tied up in Russia 
for the accommodation of tourists. 









“THE community might find it hard to accustom itself to banking 
across a wooden counter instead of marble, but once they became 
so accustomed, and realized that their deposits were correspond- 
ingly safer, they would be just as happy.” So says Exern 
GROSECLOSE in his article on page 227 of this issue, “Are Small 
Banks So Bad?” Mr. Groseclose believes that the relative 
mortality of the small banks is not so great as the figures of the 
Comptroller of the Currency would at first seem to indicate and 
that a more accurate estimate can be obtained by comparing the 
banks in capital groups similar to those in which mortality 
statistics are arranged. The proportion of small banks that fail 
is, however, somewhat greater than that of the larger institutions, 
and Mr. Groseclose suggests both some explanations and some 
remedies for this situation. 























Waar is the cost of managing a chattel loan? What is the per- 
centage of losses? ‘To what class of the population are small 
loans made, and what do they do with the money? Leslie Craig 
Harbison, president of the Household Finance Corporation, is 
an authority on such questions, and it is to him that Howarp 
Wricut Harnes goes for the statistics he uses in his article 
“Should Banks Make Chattel Loans?’, a helpful summary of 
the factors involved in loaning to those who have no_bankable 
collateral. The article begins on page 235 of this issue. 
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Culmination of the Financial Crisis 


Governor of Michigan on February 

14, declaring an eight-day banking 
holiday in that state, owing to diffi- 
culties encountered by two of the large 
banks at Detroit, a similar course was 
taken by other states, the movement 
rapidly extending to every state in the 
Union, and on March 6 President Roose- 
velt issued a proclamation ordering a gen- 


Picovernr of 2 the action of the 


eral bank holiday extending from March 
6 until March 9. In this proclamation, 
under powers given him by the Act of 
October 6, 1917, the President prohibited 
the paying out, exportation or earmark- 
ing of gold or silver coin or bullion or 
and virtually stopped all 
This order was 
modified so as to permit the Secretary of 
the Treasury, “with the approval of the 
President and under such regulations as 
he may prescribe (a) to permit any or 
all of such banking institutions to per- 
form any or all of the usual banking 
functions, (b) to direct, require or per- 
mit the issuance of clearing-house cer- 
tificates or other evidences of claims 
against assets of banking institutions, and 
(c) to authorize and direct the creation 
in such banking institutions of special 
trust accounts for the receipt of new de- 
posits which shall be subject to with- 
drawal on demand without any restric- 
tion or limitation and shall be kept sep- 
arately in cash or on deposit in Federal 
Reserve banks or invested in obligations 
of the United States.” 


currency, 
banking transactions. 


On March 5 a proclamation was issued 


by the President, calling Congress to 
meet in extra session on March 9. 

It was the general expectation, at the 
time this was written, that by means of 
legislation and joint action of the banks, 
the financial deadlock would be quickly 
broken, and some arrangement made by 
which partial or complete banking func- 
tions would be restored. 

While the banking situation has been 
unsatisfactory for some time, the acute 
crisis was hastened, if not caused, by the 
Michigan moratorium. It was obvious 
that the immediate closing of some 500 
banks in that state would engender fear 
in other states, and this is what hap- 
pened. In the light of all the circum- 
stances, it must be regretted that the 
situation at Detroit was not taken in 
hand earlier and localized. 

In losing faith in their banks the 
people of this country have really, for 
the time being, lost faith in themselves. 
For the banks are owned by the people 
to a very large extent, and to a still 
greater extent the funds employed by 
the banks are furnished by the people. 
Samson has pulled: down the house on 
his own head. 

This experience will doubtless result 
in the adoption of measures, long de- 
layed, for strengthening the banking 
structure of the country. Meanwhile, 
the country will remain calm and will 
look hopefully to the new Administra- 
tion at Washington to take steps néces- 
sary to assist in the gradual restoration 
of confidence. 
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Editorial Comment 
THE NEW ADMINISTRATION 


political life of the nation a change 

in the administration at Washing: 
ton, Mr. Hoover having been succeeded 
by Mr. Roosevelt as President of the 
United States. There was also con- 
currently a change in the real political 
composition of the House and Senate. 
For while the Democratic party had a 
small majority in the House and the Re- 
publican party a narrower margin in the 
Senate, neither branch of Congress had 
the numerical party strength necessary 
to effective control. Now this situation 


Tet month there entered into the 


is changed. The Democratic party has 
undisputed control of both House and 


Senate, and to an extent that will assure 
support of President Roosevelt, whose 
party afhliation coincides with the House 
and Senate majority. 

The accord between the President and 
Senate, which for some time has been 
lacking, must be regarded with satisfac- 
tion. Now something at least can be 
done. And responsibility for what is 
done can be definitely placed upon the 
Democratic party, now dominant in both 
the legislative and executive depart- 
ments of the Government. 

President Roosevelt enters upon his 
term of office under circumstances bound 
to call for the exercise of the highest 
qualities of statesmanship. While he is 
fortunate in having the support of a 
Congress politically friendly and the 
confidence of a large majority of the 
American electorate, he will neverthe- 
less find his position one of extreme diffi- 
culty. The times are such as to render 
the Presidency of the United States no 
sinecure. Trade and industry are de- 
ranged, unemployment is widespread, 
many debtors find pressing obligations 


insupportable, and demands for relief 
from this situation are sure to be in- 
sistent and some of them of a character 
to call for strenuous resistance by the 
President if they are to be rejected. 
Here the example of a great Democratic 
President, Mr. Cleveland, should he in- 
spiring to President Roosevelt. He 
stood as uncompromising as Gibraltar 
against the craze for silver, and pre- 
served the gold standard from assaults 
more serious than it has ever encoun- 
tered since the resumption of specie pay- 
ments in 1879. 

It would be unfair to predict in ad- 
vance what Mr. Roosevelt will do under 
the trying circumstances that confront 
the inception of his Administration. Let 
us all hope that under his leadership 
the country will be gradually led back 
to a sound prosperity, and that unem- 
ployment, fear and want may be ban- 
ished from our land. 


GLASS BANKING BILL PASSES 
THE SENATE 


T the time this was written, the 

Ac Banking Bill, which had 

passed the Senate, was still pend- 

ing in the House. Its future fate, 

whether of adoption, rejection or post- 

ponement, will have been settled before 
these observations are published. 

Two of the main features of the 
measure have received the greatest at- 
tention. These relate to the severance 
of banking affiliates from the national 
banks, and the branch banking feature. 
The affiliates are given a lease of life for 
five years, at the end of which time the 
severance is to take place. 


209 
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That abuses have developed in the 
management of some of these affiliates 
is not denied. But could not these 
abuses have been corrected by legisla- 
tion and inspection from Federal 
sources? By divorcing the security busi- 
ness from commercial banking the 
former is turned over either to unregu- 
lated dealers, or to those regulated only 
by such varying laws as the forty-eight 
states may provide. Would not investors 
have been better safeguarded by keeping 
the security business under regulations 
that might easily have been added to the 
National Banking Act? Conceivably, the 
separation in question may contribute to 
the greater safety of the banks. But how 
about investors? They will be deprived 
of the protection which could have been 
afforded by proper Federal legislation 
relating to the operations of the banking 
afhliates. 

More than this, the doctrinaire im- 
plication contained in the bill, that the 
security business and commercial bank- 
ing are incompatible, that the one is 
wicked while the other is virtuous, 
“smells of the lamp.” It is a theory 
that might have been evolved outside 
the realm of actualities. 

The branch banking provision of the 
bill has been greatly modified since the 
bill was first proposed. As amended, 
branch banking is to be permitted only 
in those states where similar privileges 
are accorded to state banks, and under 
like restriction as to location. 

Banks with a capital of $500,000 or 
as low as $250,000 in some cases may 
establish branches. It is to be regretted 
that the capital has been fixed so low, 
for the advantages of branch banking— 
better management and diversification, 
with the consequent gain in strength— 
cannot reasonably be expected from 
banks of such small capital. Indeed, for 
banks thus capitalized to go into the 
branch business may become a source of 
serious weakness rather than of strength. 
The real benefits of branch banking are 
to be had only by turning the business 
over to a limited number of banks of 
very large capital. This is the price 


THE BANKERS MAGAZINE 


that ultimately must be paid if we are 
ever to have these benefits. 

In restricting comment to these two 
features of the bill is not to fail in 
recognizing that the measure contains 
several excellent provisions. These 
features have been singled out because 
of their importance to the banks and 
people of the country. Not a few 


bankers, while admitting the desirabil- 
ity of some banking legislation, do not 
approve of measures that would make 
radical changes in our banking structure 
under conditions as they are today. 


HOME-MADE CURRENCY 


trading, is now widely supplant- 

ing the more highly developed 
method of exchange to which the coun- 
try has been long accustomed. This re- 
version to the earlier system is explained 
by the closing of many banks and by 
the difficulty, in other cases, of acquiring 
an adequate supply of currency for local 
needs. It is said that in one locality in 
the South as much as $1,000,000 of 
scrip has been issued to meet this de- 
ficiency. In the memorable panic of 
1907 nearly all sections of the country 
resorted to expedients of one kind or 
another to supply the demands for cur- 
rency to meet payrolls and for other 
purposes. Generally the substitutes for 
money took the form of clearing-house 
certificates. To a considerable extent 
they were, in effect, state bank notes, 
and although such notes are subject to a 
Federal tax of 10 per cent., this penalty 
was not imposed. 

Partly due to the exigencies arising 
from the Civil War, and partly because 
the state bank notes had in many in- 
stances turned out badly, this form of 
currency was suppressed in 1865 and 
Government paper money substituted 
for it- To propose the repeal of the 
tax on state bank notes would lay one 
open to the charge of favoring the 
“wildcat” and “red dog” currency of 
the period antedating the Civil War. 
But this charge would ignore the fact 


Bene that elementary form of 
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that there were good state bank notes 
(New England, Louisiana, Indiana, etc.) 
as well as bad ones. The memory of 
the latter remains and the others are 
forgotten. 

The National Bank Act, and later the 
Federal Reserve Act, gave to the coun- 
try a safe system of national currency— 
something recognized as being highly de- 
sirable. Whether these measures were 
equally effective in supplying the needs 
for a local currency is less certain. That 
there may be a demand for a currency 
that will stay at home, present condi- 
tions would seem to indicate. 

In a book called “Planned Money,” 
Sir Basil Blackett, a British financial 
authority of high reputation, has made 
a strong argument in favor of a local 
currency. Of course, in a country like 
the United States, where the relations of 
the various localities are so intimate, the 
desirability of a currency everywhere 
acceptable is not open to question. This 
requirement is met, as already stated, 
by the national bank notes and the Fed- 
eral Reserve notes, both of which are 
Government obligations, not true bank 
notes. 

While the Federal Government is ex- 
ceedingly jealous of the prerogative of 
currency issue, it does not, curiously 
enough, display the same concern over 
the issue of credit, a function of far 
greater importance, left to the banks. 

Possibly a sound system of state bank 
notes could be devised, the issue to be 
made through properly-organized clear- 
ing-house organizations in each state, 
notes to be delivered only to banks com- 
plying with stringent regulations as to 
their issue and redemption. Under 
such a plan the 10 per cent. tax on state 
bank notes might be conditionally re- 
pealed, the “conditions” being that the 
states should first .provide the necessary 
machinery to insure the safety and con- 
vertibility of the notes. 

issue of notes is no proper remedy to 
save an insolvent bank. But, on the 
other hand, in these times many really 
solvent banks, whose management was 
sound and whose loans and investments 


211 


were good, have been compelled to call 
their loans or to sacrifice their securi- 
ties (actions which multiply the sources 
of distrust) in an effort to supply de- 
mands for currency which the bank 
could not meet because it lacked 
“eligible” paper or Government bonds. 

Nobody can deny that there is an 
adequate volume of currency in the 
country. But the devices that are being 
employed would seem to indicate that it 
does not meet local needs. As to infla- 
tion of bank notes, under proper meth- 
ods of issue this need not be much 
feared, as the incentive to put notes out 
of circulation can be made quite as 
strong and effectual as the issuing proc- 
ess. Ordinarily, except to make up for 
deficits, currency cannot be forced into 
circulation beyond the community’s 
needs. Presumably, the various states 
might have greater knowledge of their 
local currency requirements than Con- 
gress or the Federal Reserve Board, both 
centered at Washington. But the right 
to issue currency could not be restored 
to the states without some assurance that 
they would exercise this privilege more 
discreetly than when they had it prior 
to 1865. 


THE LIMITS OF TREASURY 
ASSISTANCE 


many plans for public relief from 
the Treasury “with one auspicious 
and one drooping eye,” THE BANKERS 
MacGazINeE has refrained from indulging 


Tas far, while looking upon the 


in criticism of them. It was considered 
that the serious condition of the country 
might warrant the employment of ex- 
pedients which, under more favorable 
conditions, would be regarded as un- 
sound and dangerous. But it would 
now appear that the policy of lifting 
ourselves by our bootstraps has pro- 
ceeded so far as to justify one in ques- 
tioning the wisdom of its further ex- 
tension, or even its continuance on the 
present colossal scale. 

We are literally pouring out billions 
to relieve banks, insurance companies, 
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railways, building and loan associations, 
states with deficits, farmers, veterans, 
and so on quite to the end of the chap- 
ter. Is it not time to inquire when will 
all this end, if ever. It must be remem- 
bered that, in the long run, all these re- 
lief funds are being supplied by those 
who are to be relieved. 

Does this not mean that at a time 
when everybody is talking about the re- 
duction of taxation, action is being 
taken which inevitably must result in a 
heavy increase in taxes? Since many 
people are unable to bear the existing 
burden of taxation, how they are to 
carry the heavier load does not appear. 
Of this dilemma the solicitors for public 
funds do not seem to take much if any 
notice. A point is being reached where 
it is one thing to levy taxes and quite 
another thing to collect them. So far 
as relates to the imposition of Federal 
taxes, the latter difficulty has not yet 
been experienced, although the Treasury 
can no longer count on a certain yield 
from fresh levies. 

The Treasury, already faced with a 
staggering and mounting deficit, is being 
faced with continual demands for as- 
sistance from a variety of sources. These 
calls are not only to relieve distresses of 
individuals or institutions but to bolster 
up a number of grandiose schemes for 
restoring prosperity—the funds to be 
supplied from a bountiful Treasury, 
which must obtain them, if it can, from 
the impoverished taxpayers. 

If it is not time to halt this raid, it is 
at least high time to consider where and 
how it is to end. 

At an early stage in this depression, 
a German economist of reputation de- 
clared that every device employed to 
halt its ravages would delay the ultimate 
settlement and make it more disastrous 
when it finally came. That seemed a 
harsh doctrine. The immediate suffer- 
ing that would have followed such a 
course was not to be contemplated with 
equanimity. But now, after staying the 
course of the liquidation by various ex- 
pedients, hardly less of suffering has 
been caused, although it has been dis- 


tributed over a longer period than might 
otherwise have been the case. 

Some support of the German econo- 
mist’s position is found in the securities 
market. There the liquidation was al- 
lowed to run its course, with the result 
that prices are now down to a point 
permitting recovery on a sounder basis. 

How long it may be practicable to use 
the public credit as it is now being used 
is a matter from which attention cannot 
much longer be diverted. 


WHY BANKS DO NOT LEND 
MORE 


ITH excess reserves of Federal 

\ X / Reserve member banks recently 

amounting to some $500,000,- 
000, on which additional loans could 
be made to the extent of $5,000,000,000, 
surprise was expressed in some quarters 
that the banks did not at once initiate a 
policy of more liberal lending, which it 
is assumed would start production and 
trade on an upward course. Recently, for 
example, the banks have been criticised 
for an alleged unwillingness to lend to 
the railways. But the obvious rejoinder 
to this criticism is that the present posi- 
tion and the future outlook of the rail- 
ways lack the element of profitable 
operation which must exist wherever 
bank loans are to be safely made. This 
is probably the real reason why banks 
are hesitant to expand their loans to 
other branches of industry. 

As the banks depend so largely upon 
loans for their profits, it is inconceivable 
that they would not add to their loan 
commitments as safe and profitable op- 
portunities were offered. It is also ap 
parent that, granted measurably an 
equality of safety, the banks would pre- 
fer to lend to production and trade 
rather than to lend so largely as they 
are doing at present to the United States 
Government. Because the former class 
of loans would be at a much higher rate 
than the merely nominal rate carried by 
the latter. 

In view of this situation it must be 
obvious that the banks do not consider 
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it safe to take the risks which the pros- 
pects of profits by the higher rates offer. 

Or, again, one reason why the banks 
do not lend more may be found in the 
unwillingness of solvent borrowers to 
expand their credit, since the opportu- 
nity for its profitable use is lacking. 

There are other elements in this prob- 
lem to be taken into consideration: 
Failure of the Government to balance 
the budget; the persistence of bank fail- 
ures despite the attempts of the Recon- 
struction Finance Corporation to stop 
them; the necessity for banks to keep 
liquid while this situation continues; the 
agitation in regard to the mortgage in- 
debtedness; uncertainties in the foreign 
situation—these are some of the condi- 
tions which restrain the initiation of a 
freer lending policy by the banks of the 
country. 

The charge that has been made to the 
effect that the banks have absorbed the 
country’s funds and locked them up in 
cold storage loses weight when it is 
remembered that the first obligation of a 
bank is at all times to be able to meet 
the just demands of depositors, and that 
no obligation to make loans can be 
recognized that may interfere with this 
primary duty. 

Possibly, however, when all these con- 
siderations are given proper recognition, 
it may be that the banks are showing an 
excess of timidity in lending now, as 
prior to the depression they displayed 
too liberal a tendency in making loans. 
But this is something to be decided by 
the best judgment of the bank’s manage- 
ment, taking into account all the cir- 
cumstances and the obligations which 
are inescapable. 


A NEW AND POPULAR FORM 
OF GAMBLING 


AMBLING, in various forms, is 

J an almost universal pastime of 
mankind. Our latest experience 

With this human propensity here in the 
United States—the speculative craze in 
stick speculation culminating in the 
aucumn of 1929—was so disastrous in 
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its immediate and later effects that one 
might well have supposed that the les- 
sons of this disaster would be borne in 
mind, at least for a time. Such appears 
not to have been the case. Gambling 
has lately broken out in a new and 
popular form. While the craze in stock 
speculation was widespread, it was far 
less universal than the latest manifesta- 
tion of the gambling propensity, which 
bids fair to embrace all sorts and condi- 
tions of men, women and even children. 

Listen in on the radio, at almost any 
hour of the day or night, and you will 
discover that these alluring opportuni- 
ties to woo the goddess of chance are 
being presented to all the members of 
your family circle, and are being ac- 
cepted with a readiness which indicates 
that the hope of getting something for 
nothing still persists despite recent sad 
experience. 

What are you expected to do in order 
to win an automobile, a substantial cash 
prize, or perhaps a free “booze cruise?” 
Only to send in ten, a dozen or twenty 
words—no more, no less—telling why 
the car made by the Scrap Heap Auto- 
mobile Company is really better than 
the higher-priced model turned out by 
the Superior Style Car Corporation. 

Or, mayhap, you must send in a car- 
ton from a box of toothpaste, explaining 
in a similar concise manner how much 
more efficacious are the cleansing prop- 
erties of the particular product than a 
file or an emery-wheel, as applied to 
what, if any, teeth you may have in 
your head. 

Probably you will be asked epigram- 
matically to describe how superior are 
the Cabbage-Leaf cigars and cigarettes 
to the Rope and Rag brand, being sure 
to write your glowing account on a box 
or band torn from your favorite sub- 
stitute for Havana or Burley. If you 
chance to be one of the lucky millions 
engaging in this literary contest, the new 
car or the cash will be yours, and you 
will besides have the proud satisfaction 
of hearing your name hurled through 
space as the one possessing the extraor- 
dinary literary skill which enabled you, 
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of all others, to win in this game of wits. 

The concerns that are appealing to 
this gambling instinct of mankind must 
find it highly profitable, for it is a costly 
method of advertising their products. 
That they find it necessary to employ a 
selling method that discards the legiti- 
mate use of advertising, and substitutes 
for it a qualified type of gambling, 
would seem to indicate that they are in 
desperate straits if they must descend to 
this level in order to bring their wares 
to public attention. 

This development can only be re- 
garded as one of other questionable de- 
vices springing out of the condition of 
the times. It is something not to be re- 
garded lightly, much less with approval. 

At this time of all others our people 
need to be guided along the paths of in- 
dustry, sacrifice and sober action. What- 
ever deflects their attention from this 
healthful way weakens individual char- 
acter and saps the foundations of na- 
tional life. 

The radio has immensely widened the 
means of human happiness. It is to be 
regretted that this beneficent invention 
is now being widely employed in min- 
istering to a propensity of mankind 
which has been the source of untold 
misery. 


RESENTMENT AGAINST “WALL 
STREET” INSPIRES SECESSION 
RESOLUTION 


ITHOUT attaching too much 
dignity to the resolution offered 


and passed “for publication” 
by the North Dakota Senate, calling for 
secession of thirty-nine states from the 
Union, some observations on this pro- 
ceeding and the conditions giving rise 
to it may not be out of place. 

To begin with, the legitimate grounds 
of complaint of the West and South 
toward the East, if any such exist, 
should be examined dispassionately. 
First, as to the resentment against “Wall 
Street.” It goes without saying that 
where such ill-feeling is based upon any 
sins of this famous locality, exculpation 
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will not be attempted. But is not 
“Wall Street” much like our lives, 
“mingled yarn, good and ill together?” 
It is probably true that if the actual 
financial help rendered the disaffected 
sections by “Wall Street,” in its invest- 
ment activities, could be weighed against 
its sins, the latter would be. found ex- 
ceedingly light by comparison. That the 
older East should take the lead in fur- 
nishing capital for the development of 
the West was an entirely natural and 
legitimate process. And by such aid 
that section of our country has been de- 
veloped with a speed and to an extent 
for which the world offers no parallel. 
Witness the swift growth in population 
and wealth of such states as Oklahoma 
and California, and of cities like Chi- 
cago and Detroit. 

One cause of Western dissatisfaction, 
real or fancied, is in the advantage given 
to the East by the protective tariff. But 
the policy of protection has helped to 
build up manufacturing in many parts 
of the West and South. By the de- 
velopment of manufacturing and the in- 
crease in populous cities, the farm prod- 
ucts of the West and South have found 
better markets than would otherwise 
have been possible. And in recent years 
agricultural products have also been 
protected against foreign competition. 

Are not our farmer friends—like 
other members of the human family— 
disposed to lay too much emphasis on 
their own difficulties, unmindful of the 
trouble of others? It is probably true 
today that great cities like New York, 
despite liberal outpourings of help from 
public and private sources, are experi 
encing much greater actual distress than 
can be found in the farming sections. 

The fact of the matter is that we are 
all in the same boat, and we must pa- 
tiently pull together if we are all to 
come into a safe harbor. 

Disclaiming any propensity to treat 
with levity a subject that undoubtedly 
has serious phases, THE BANKERS MaGa- 
ZINE cannot fail to note that the North 
Dakota resolution is susceptible of 
humorous treatment. 
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Should this resolution prevail—and it 
will never do so—the thirty-nine with- 
drawing states would be debarred from 
sustaining any political, trade or social 
relations with the outcast nine. Thus, 
at one fell stroke, those unfortunate 
enough to live in the smaller dismem- 
bered section would be deprived of the 
refreshing lucubrations of the Louisiana 
“Kingfish” and “Alfalfa Bill... Even 
the righteous indignation of the pro- 
ponent of the famous resolution could 
hardly be guilty of such extreme cruelty. 
Let the horrible thought perish at its 
inception. 

Cut off from the Yellowstone Na- 
tional Park, the glories of the Yosemite 
and the Grand Canyon; the majestic 
empire of Texas; the climate and prod- 
ucts of California and Florida, life in 
the nine Eastern states would be so 
barren that all their inhabitants must 
speedily betake themselves to ‘“God’s 
Country.” 


And the poor New Yorkers! Many 


of the city’s great captains of ‘industry 


and financiers are hillbillies, from “the 
sticks”; henceforth they are never to 
be allowed to visit the home town and 
boast of their achievements in the great 
city. Even their birthplace and the 
graves of their ancestors may never more 
be visited. 

No; the thirty-nine “erring sisters” 
cannot be allowed to go, peacefully or 
otherwise. The bonds uniting us, po- 
litical, trade and social, are too strong 
to be severed by the fulminations from 
North Dakota. 


“THE ROAD TO RUIN” 


Let no one who begins an innovation 
in a state expect that he shall stop it 
at his pleasure, or regulate it according 
to his intention.—Machiavelli. 

RITING in THE BANKERS 
MacGaZzINE for January on 
“The Disaster of a Planned 
Inflation,” Professor E. C. Harwood of 
the Massachusetts Institute of Tech- 
nolovy said: “The truth of the matter 
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is that inflation is the road to ruin.” 
Despite this clear and truthful warning, 
the number of those willing to travel 
this alluring but deceptive highway 
seems to be increasing. In Congress, and 
even in business and financial circles, 
there is a growing demand for what is 
improperly styled “controlled” inflation. 
This demand loses sight of the fact, 
quite generally supported by experience, 
that inflation, once begun, rapidly 
passes beyond control, and proceeds at 
an accelerating pace until the final and 
inevitable disaster comes. 

The purpose of inflation is to bring 
about, by this means, a rise in the gen- 
eral price level, and also an amelioration 
of the existing debt situation. Thus 
prices are made to rise not as a result of 
increased demand, which is the healthful 
process, but by a scheme which debases 
the value of money. This would help 
debtors whose obligations are not in 
terms of gold dollars of the present 
weight and fineness—and many obliga- 
tions of the fixed type are definitely 
made payable in gold—and would also 
increase the price of farm products. 
But it would likewise raise the price of 
other commodities as well. So that the 
farmer, temporarily helped both by the 
rise of the price of his products and the 
greater ease afforded him in meeting his 
debts, would nevertheless find his last 
state but little if any better than his 
first, since he would have to pay higher 
prices for labor and for the commodities 
he must buy. The wage-earner, having 
no corresponding alleviation of his situa- 
tion, would find the purchasing power 
of his wages rapidly diminishing, and 
could hardly secure an increase com- 
mensurate with this advance in the cost 
of living. Savings bank depositors and 
investors would also find their incomes 
steadily shrinking, as expressed in their 
purchasing power. 

If you had ever been in those coun- 
tries suffering from inflation, and had 
paid thousands of the currency units for 
a modest breakfast, and had received a 
note for one hundred million marks, to 
be told that it was worth less than three 
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cents, the absurdity of currency inflation 
might be better understood. 

In the concluding words of Professor 
Harwood’s article: “Those who advo- 
cate even the least degree of planned in- 
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flation are attempting to set in motion 
forces which will bring utter ruin, not 
only to their puny schemes, but to our 
whole economic fabric.” 

“The road to ruin’—don't take it! 


Savings Deposits Off Only One-Half Per Cent. 


Figures Give Confidence Because They Show 
Surplus 


in the United States amounted on 

January 1 to $9,970,947,424, a 
decline of $59,066,961, or slightly more 
than one-half of 1 per cent., from the 
beginning of 1932, according to the Na- 
tional Association of Mutual Savings 
Banks. This slight recession, the asso- 
ciation says, shows that savings deposits 
have been well maintained in the face 
of contrary movements of virtually every 
other business index. Total resources of 
the mutual savings banks fell $26,666,- 
741 last year to $11,180,208,996 as of 
January 1, while the combined surplus 
account of the savings banks increased 
$18,859,046 to a total of $1,142,113,- 
019, 

The number of depositors in savings 
banks fell 91,205 in the year to 13,268,- 
466, with a slight rise in the size of the 
average account from $750.77 on Janu- 
ary 1, 1932, to $751.48 on December 
31 last. The highest average on record 
was $753.56, established on July 1, 
1931. 

“Hardly any other result of 1932 
shows so clearly the strength of public 
resistance to the difficulties of the 
times,” said Wilson G. Wing, president 
of the association, in making public the 
record for the year. He continued: 

“It is satisfying indeed to know that 
such a large number of people have had 
to draw upon their reserves for only 
slightly more than 14 per cent. in a 
critical year. This fact also shows that 
a considerable number of depositors 
have some surplus income above ex- 


[Jinseu in mutual savings banks 


Income 


penses and a substantial part of this sur- 
plus is finding its way into the savings 
banks. We should all take confidence 
from this impressive evidence of the 
country’s underlying strength.” 


24 PER CENT. OF ALL BANK DEPOSITS 


The association reported that the 
mutual savings banks, which operate in 
eighteen states, held 41 per cent. of the 
savings deposits in all types of banks in 
the forty-eight states on January 1, 
which compared with holdings equal to 
about 34 per cent. of the total a year 
before. The mutual savings bank de- 
posits constitute 24 per cent. of all bank 
deposits in the country, exclusive of 
interbank deposits, it is stated. 

Mutual savings banks in New York 
State showed a gain of $55,702,292 in 
deposits in 1932 while in New Jersey a 
gain of $9,971,805 was reported; in 
Pennsylvania, a gain of $6,248,506; in 
Maine, a gain of $1,332,141; in Dela- 
ware, a gain of $552,521, and in 
Oregon, a gain of $14,008. The remain- 
ing thirteen states in which mutual in- 
stitutions operate reported moderate de- 
clines. 

The gain in surplus reported brought 
the ratio of surplus to deposits to 11.5 
per cent. The average rate of dividends 
paid on deposits on January 1 was 3.94 
per cent., against 4.32 per cent. a year 
ago. Despite the recession in the past 
year, mutual savings banks of the coun- 
try now hold $1,164,058,606 more de- 
posits than on January 1, 1929, belong: 
ing to 1,476,913 more depositors. 





Should We Balance the Budget? 


Depression Emergency Compared with War Emergency as Argu- 
ment Against Budget Balancing 


By JosEPH StacG LAWRENCE 
Editor, Bradstreet’s Weekly 


NE of the least tangible but 
() nevertheless most important ef- 

fects of the depression is the 
necessity of abandoning  time-tried 
axioms. This is particularly true in the 
field of public finance in which many 
orthodox theories by which statesmen 
and students have been guided in their 
conduct and thinking must be aban- 


doned. 


pended either upon a state income and 
estate tax, a special excise such as gaso- 
line, or a combination to provide the 
balance of necessary revenue. 

Ever since the 16th amendment placed 
the income tax at the disposal of the 
Federal authorities its virtues have been 
extolled by students of public finance. 
It was a progressive tax and was thus 
presumed to conform to the canon of 
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Consider the income tax. Since the 
income tax became available as a source 
of revenue for the Federal Government 
it has been regarded by practical and 
theoretical students as the elastic item 
in the tax structure. In general it might 
be said that the Federal Government re- 
lied upon excise and customs receipts to 
provide a fairly constant revenue and 
employed the income tax to adjust the 
total revenue to the requirements of the 
Government. The states and local gov- 
ernments used the property tax as the 
wheel-horse of local finance and de- 
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justice. By being elastic, adequate, con- 
venient to pay and collect it complied 
with the other principal specifications of 
the ideal revenue producer. After three 
years of the depression this noble pillar 
of the exchequer appears battered be- 
yond recognition. 

Its susceptibility to demagogic abuse 
predestined it to failure in a crisis. The 
higher brackets of income have been so 
persecuted by inequitable rates that 
every advantage was taken of opportuni- 
ties to escape in the form of division of 
income, gifts, incorporation and pur- 
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chase of tax-exempt securities. How 
unrepresentative this tax became may be 
judged from the returns of the Commis- 
sioner of Internal Revenue for 1929 
which show that one-quarter of one per 
cent. of the population paid 92 per cent. 
of the country’s total income taxes and 
accounted for approximately two-thirds 
of the total revenue of the Federal Gov- 
ernment. As the income tax is levied in 
this country it is a tax not upon total 
national income, but a confiscation of 
substantial portions of the surplus in- 
come of a very small minority. Under 
such conditions a protracted depression 
wipes out the very base upon which the 
tax rests. Income taxes in 1932 were off 
43.2 per cent. from the previous year, 
compared to a drop of 11.8 per cent. in 
all other internal revenue. 


ARE ALL TAXES PAID FROM INCOME? 


Another premise of public finance 
which has always been more academic 
than practical is that all taxes are paid 


from income no matter what the base 
may be. Thus a tax on a package of 
cigarettes is paid out of the income of 
the consumer just as truly as a tax based 
directly on that income. Such an ex- 
position has the great virtue of making 
an intricate subject simple, although it 
may accomplish this at the cost of accu- 
racy. This error is based partly on a 
confusion between cash resources and 
income. Obviously the former may be 
the result of a sale of capital assets as 
well as the yield therefrom. It is cer- 
tain that many taxes this year will be 
paid from the proceeds of capital sales 
and as such constitute a direct consump- 
tion of the community’s patrimony by 
the state. The hundreds of thousands 
of homes and farms offered this year 
under the sheriff's hammer to satisfy tax 
judgments are tragic refutation of the 
dogma that all taxes are paid from in- 
come. 

The moral of these two observations, 
the first on the frailty of the income tax 
as a source of revenue and the second 
on the origin of all taxes in income, is 
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obvious. The abuses of the income levy 
must be corrected by broadening the 
base and including all incomes, by ap- 
plying more reasonable rates on the 
higher brackets, not from consideration 
for the politically detested rich, but 
merely to prevent the demise of the 
fabled goose and finally, if constitution- 
ally possible, by removing the privilege 
of the tax-exempts. In the second place 
the property tax, since it cannot always 
be paid from income, must be more 
flexible in order to permit the survival 
of owners in periods when property in- 
come is low or non-existent. 

Another phase of the tax problem 
varying in degree rather than in kind 
from normal periods is the keener 
struggle of classes and groups to avoid 
the imposition of added taxes. The ef- 
fect of a tax upon its object is invariably 
destructive and may at times, as in the 
case of the 10 per cent. tax on the notes 
of state banks, extinguish that object. 
In a period of depression when business 
suffers from the general palsy, added 
taxation proves particularly painful and 
at times fatal. This accounts for the 
gathering army of lobbyists in the capi- 
tal, each determined to prevent addi- 
tional taxes at all costs. The National Re- 
tail Dry Goods Association has already 
expressed itself vigorously on the sub 
ject of the sales tax. The American 
Petroleum Institute demands a reduction 
in the tax on gasoline and motor ve- 
hicles. They are entirely correct in as 
suming that a general tax on sales will 
destroy a part of their business. Theater 
owners complain bitterly of the “nui- 
sance” tax on admissions. And so on. 
This places Congress in a quandary. It 
does not want to impose a wet blanket 
on business which is already drooping. 
Yet it seems difficult to unearth other 
sources of revenue without provoking 
equal or greater opposition. 

Whether he likes it or not, Uncle 
Sam's income is necessarily dependent 
upon the prosperity and income of the 
nation. For the sake of simplifying the 
discussion, the actual figures of the Gov- 
ernment will be reduced to proportionate 
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totals which come more nearly within 
the every-day experience of the average 
man. To speak of an income tax of 
$2,500,000,000 means little since the 
sum is so vast and so far beyond the 
comprehension of the individual that it 
means no more than astronomical dis- 
tances or the atomic contents of matter. 
Let us assume then that the $2,411,000,- 
000 received in income taxes during 
1930 is $100 and treat the other items 
in corresponding units. It may then be 
said that Uncle Sam received $100 from 
the income tax, $24.40 from customs re- 
ceipts, $26.10 from internal revenue (al- 
most entirely from tobacco) and $22.90 
from miscellaneous sources, a total of 
$173.30 in 1930. 


TAXES DEPENDENT ON NATIONAL 
PROSPERITY 


It will be observed that all of these 
are necessarily functions of national 
prosperity and vary directly with the 
welfare of the country. The income tax 


depends directly upon business prosper- 
ity. Customs receipts vary with the unit 
prices of the goods we import and the 
quantity the American consumer is ca- 


pable of buying. Internal revenue is 
based upon the consumption of tobacco 
which depends largely upon the posses- 
sion of purchasing power by the wage- 
earner and that in turn upon the capac- 
ity of industry to give him employment. 
In miscellaneous revenue the principal 
item is the payment of interest and prin- 
cipal by foreign governmental debtors 
dependent partly upon capacity as de- 
termined by economic welfare and 
partly upon pure inclination. The total 
income of $173.30 in 1930 fell to 
$141.50 in 1931 and to $86.00 in 1932, 
a drop of 50.4 per cent. during the two- 
year period. 

An analysis of the decline shows that 
revenue from individual and corporate 
income taxes fell from $100.00 in 1930 
* to $43.10 in 1932, a drop of 56.7 per 
cent.: revenue from customs fell from 
$24.-0 to $13.30, a drop of 46.5 per 
cent.: internal revenue fell from $26.10 


219 


to $21.00, a drop of 19.5 per cent., and 
miscellaneous revenue from $22.90 to 
$9.60, a drop of 58 per cent. The latter 
is due largely to suspension of foreign 
debt payments under the Hoover mora- 
torium, resulting in a loss of $11.10 in 
miscellaneous revenue. Had it not been 
for this the drop in miscellaneous rev- 
enue for the two years would have been 
only $2.20 or 9.7 per cent. It should 
be noted that the greatest decline oc- 
curred in the chief prop of Federal 
finance, the income tax, and that this in 
turn is particularly susceptible to the 
variations in business. 

The drop of more than 50 per cent. 
in income within two years is the sever- 
est cut in his pay-check which Uncle 
Sam has had to take in almost a century. 
As a result of the collapse in land 
speculation and the bubble of internal 
improvement in 1837 his income 
dropped from $50,827,000,000 to $24,- 
954,000,000, a decline of 51 per cent. 
On only two other occasions in Ameri- 
can history has the Federal Government 
sustained a more severe drop in revenue. 
From 1808 to 1809 a decline of 56.3 per 
cent. took place and from 1816 to 1818 
a decline of 54.7 per cent. From the 
peak of the Civil War receipts in 1866 
to the low point of 1869 a decline of 
33.6 per cent. occurred. From the Great 
War peak in 1920 to the post-war low 
point in 1925 a drop of 46.2 per cent. 
took place. The end of the greatest war 
in history, therefore, had less propor- 
tionate effect upon Uncle Sam’s income 
than the current depression. The last 
severe business crisis which seriously 
contracted Federal income occurred in 
the early nineties. In a period of four 
years 1890-1894 total ordinary revenues 
declined 27.1 per cent. Consequently 
it is no exaggeration to say that the 
plight of the Treasury is unparalleled. 

In view of this emergency, what has 
the Government done and what does it 
propose to do? Six hundred of Uncle 
Sam’s component personalities sitting in 
more or less solemn session during the 
past spring brought forth a new revenue 
bill conceived in irritated apprehension. 
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and dedicated to the proposition that the 
greatest burden shall fall upon those 
who can smite political hides least. This 
resulted in higher taxes upon personal 
and corporate incomes, security transac- 
tions, power production, bank checks 
and an odd miscellany of other items. 
The first quarter of the 1933 fiscal year 
shows that this product of congressional 
travail yielded 73.4 cents for every dol- 
lar which the old revenue measure, with 
lower rates and fewer items, yielded. 


UNCLE SAM'S DILEMMA 


This leaves Uncle Sam in a serious 
dilemma. On one hand he is subjected 
to extraordinary demands in many cases 
perfectly legitimate and necessary not 
only from the point of view of the 
health of our political leaders but even 
from that of the long time welfare of 
the state. Certainly very few men 
would criticize the appropriation of 
$500,000,000 which appears in the 1932 
statement of Federal expnditures for 
the account of the Reconstruction 
Finance Corporation. The same may be 
said for the $125,000,000 appropriated 
for the Federal Land banks. In both 
cases the harm avoided by these appro- 
priations has been well worth the price. 

As a result of this extraordinary de- 
mand, Uncle Sam has accumulated a 
total deficit of approximately $5,500,- 
000,000 during the last three years. 
Present indications are that the gap be- 
tween receipts and expenditures during 
the present fiscal year will exceed 
$2,000,000,000, making an _ indicated 
total for the four years of $7,500,000,- 
000. This has brought down upon the 
head of the state a flood of opposing 
contentions. 

On the conservative side is the fear, 
well established in past experience, that 
continuing budgetary deficits lead in- 
variably to a destruction of govern- 
mental credit and inflation. Wherever 
a government's credit is undermined as 
a result of an inability to live down to 
its income the resulting depreciation of 
the currency standard is not susceptible 
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of control. It is on this fear that the 
conservatives have based their strongest 
argument in favor of budgetary balance. 
They argue that the country today has 
ample supplies of bank credit and cur- 
rency. This is particularly the case if 
we view the matter in the light of the 
decline in price and business activity 
which has taken place during the past 
three years. At the end of 1929, for 
example, the gold stocks of this country 
amounted to $4,282,000,000. At the 
end of 1932 these had increased to $4,- 
526,000,000. In the meantime, the two 
measures of demand for currency, 
namely, prices and production, have 
both declined. Wholesale prices at the 
end of 1929 were 95.3 (1926 = 100) 
as compared to 62.6 at the end of 1932. 
Industrial production, based upon the 
index of the Federal Reserve Board, was 
119 in 1929 and 66 at the end of 1932. 
Although total deposits have declined in 
this period, the drop has not been as 
great as that of prices or production. 
Currency, as is well known, is far in 
excess of the amount outstanding at the 
end of 1929. Furthermore, the Govern- 
ment and the central bank have offered 
every possible inducement for the free 
use of our ample stocks of basic money 
and credit. The Federal Reserve banks’ 
holdings of Government bonds fall a 
little short of $2,000,000,000. Discount 
and acceptance rates are at unprece- 
dented levels. 

The Federal Government, through the 
Glass-Steagall Act and the amendment 
to the Home Loan Act relating to na- 
tional bank notes has facilitated the ex- 
pansion of our currency. In spite of this 
encouragement prices decline and busi- 
ness languishes. 

What is the answer? The conserva’ 
tive leaders of the community say it is 
due entirely to a lack of confidence. 
People with money refuse to use it be- 
cause they have little faith in the future, 
and that this lack of faith in the future 
is a result largely of congressional in- 
ability or disinclination to balance the 
budget. In this argument the failure of 
business to revive is tied directly to the 
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fiscal infirmity of the Federal Govern- 
ment, The argument can not be al- 
lowed to go by default. There is much 
to be said on the other side. 


CAN THE BUDGET BE BALANCED? 


The critics of the Government's policy 
have taken an attitude that can be char- 
acterized only as unrealistic. Everyone 
will grant the desirability of matching 
expenditures with receipts. No one, not 
even Secretary Mills himself, has come 
forward with a practical, i. e., practical 
in the light of political possibilities, pro- 
gram for balancing the budget. Such 
a plan can be achieved only by a reduc- 
tion in expenditures and an increase in 
receipts or a combination of the two. 
Granting a Congress of wise men and 
angels it is doubtful if the budget for 
1932, giving full effect to all recom- 
mendations for curtailment, will pos- 
sibly be reduced by more than a billion 
dollars. This would still leave total ex- 
penditures at $4,000,000,000. 

The income of the Government in 
1932 was $2,000,000,000. This income 
rested upon four sources, income tax, 
customs receipts, internal revenue, and 
miscellaneous items. The principal prop 
is the income tax. Do any of the con- 
servatives suggest an increase in this 
source of revenue? It is obviously diffi- 
cult to boost the income collected on im- 
ports. Internal revenue has already been 
expanded to the political limit. Méiscel- 
laneous items offer little opportunity for 
increases. As we have pointed out pre- 
viously, there is little that can be done 
here except to await the return of more 
prosperous conditions when each one of 
these four particular items will again 
yield larger revenues. 

The second flaw in the logic of the 
conservatives is the failure to give full 
weight to the character of the emergency 
which confronts the country. In many 
respects the depression is more discourag- 
ing and more destructive of national 
morale than military reverses in time of 


war. There has been no hesitancy in 
borrowing in such emergencies. There 
is no reason why the present situation 
should not be considered as a war against 
economic adversity justifying the em- 
ployment of the same financial weapons 
as are used in other wars. 

During the last great conflict this 
country accumulated a deficit of $25,- 
000,000,000. The passage of time has 
convinced many Americans that this as 
well as all the other costs of the war 
have been largely in vain. Certainly, if 
such a resort to borrowing is justified in 
the case of a military conflict, borrowing 
on a much smaller scale in another emer- 
gency equally grave should also be tol- 
erated. 

A third flaw in the argument for a 
balanced budget is the fact that the Fed- 
eral budget makes no distinction between 
expenditures for current account and 
expenditures for capital and emergency 
account. This is a distinction which 
every municipality, every state and 
every private corporation makes. Yet 
our advocates of budgetry balance insist 
that in the case of the Federal Govern- 
ment the country, at a time when it is 
least able to bear this cost, should never- 
theless be charged with the total expense 
of every capital and emergency item. 

There is a group of fiscal students who 
take the position that the budget of the 
Federal Government should be viewed 
over a period of years rather than for 
any single year. They hold that the 
nature of government makes it imprac- 
ticable for the state to accumulate a sur- 
plus as do individuals or a corporation. 
In the economy of an individual and of 
corporations it often happens that it is 
necessary for them to live on their sur- 
plus. The state has no other recourse 
than to borrow in the same situation. 
The reasonable thing to do, these stu- 
dents aver, is to consider deficits and the 
reductions in debt over a period of years. 
This may be referred to as the theory of 
a cyclically balanced budget. 





World Problems and Proposed 


Remedies 


Suggested Platinum Coinage for Russia — Monetary and Budget 
Problems of Other Countries Discussed 


By LioneL D. EpIrz 


TTEMPTS at readjustment and 
Astiiztion were the outstanding 
monetary developments of 1932, 
just as wholesale abandonment of stand- 
ards and wide shifts in currency values 
amounting :to virtual monetary revolu- 
tion marked 1931. 
The year 1932 closed with some slight 


The two chief monetary problems 
may be stated as follows: 

1. For countries still on a gold basis, 
maintenance of foreign exchange rates 
and firmness of the commodity price 
structure. 

2. For countries off a gold basis, 
stable domestic price levels and preven- 


Four Major Classes of Remedies Proposed 


1. Maintenance of and return to the gold standard. 
. Adoption of bimetallism. 


. The use of a managed currency system. 
. Improvement of financial relations between the USSR 


and foreigners. 


signs of progress recorded, but with a 
long and tortuous road lying ahead. 
There is, unfortunately, no general 
agreement on the necessary steps for re- 
lief from the monetary difficulties which 
beset the world’s commerce, though re- 
alization grows that such relief is a 
prerequisite for recovery. 

Twenty-two countries have, to date, 
abandoned gold parity, and another is 
reported to be contemplating such ac- 
tion. Four more maintain only the 
myth. There remain only five important 
nations on the free gold standard: the 
United States, France, Belgium, Switzer- 
land and Holland, and even some of 
these contain elements of uncertainty. 
Foreign exchanges have thus been thrown 
into wild fluctuations, working injury to 
international trade and to price levels. 
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tion of violent fluctuations in foreign 
exchange. 

Accomplishment of these two objec’ 
tives will be instrumental in restoring 
trade. But such accomplishment faces 
differing obstacles from country to coun- 
try. A brief statement of the situation 
in each of several leading countries 
brings the problem into clearer focus. 

The United States during 1932 suc- 
cessfully met a threat to the gold stand- 
ard, and appears to be free from the 
problem of maintaining this standard so 
far as foreign influences are concerned. 
She has maintained relative stability of 
her currency in the foreign exchanges. 
Internally certain evidences of stability 
in the purchasing power have appeared 
over the past few months. Internally, 
however, she is not yet free from threats 
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to the gold standard arising from agri- 
cultural and bonus relief demands and 
from an unbalanced budget which may 
amount to $1,500,000,000 for the fiscal 
year ending June 30, 1933. 

Great Britain has not been able to 
prevent violent movements in the for- 
eign exchange quotations of sterling. 
The pound’s wide fluctuations are harm- 
ful both to Britain and to the world. 
The pound has achieved a fair degree 
of internal stability, as measured by 
domestic commodity prices, but only at 
the expense of sharp variations in for- 
eign exchange. As a non-gold currency 
nation, her most pressing problem is to 
attain stability in the pound in foreign 
exchange and her secondary problem is 
to preserve domestic stability in the 
value of the pound. 

France, by maintenance of the gold 
standard, has retained reasonable stabil- 
ity of foreign exchange, but a 6!/ per 
cent. decline in her wholesale price level 
and a 10 per cent. drop in her retail 
price indexes in nine months attest a 
lack of stability She is 


internally. 
further disturbed by a budget far out of 
balance, and the presence of large sight 
balances held by foreigners. 

Germany, retaining the gold standard 
only mythically, cannot maintain sufh- 
cient gold to back her currency or her 


bank deposits. She has an unsatisfac- 
tory domestic currency situation, and 
the maintenance of stable foreign ex- 
change quotations is possible only be- 
cause foreign transfers are rigidly re- 
stricted. 

Japan has openly embraced currency 
depreciation, and the yen has collapsed 
more than 50 per cent. abroad as prices 
have risen internally. 

Soviet Russia, attempting to operate 
an isolated currency system under con- 
ditions where many prices are fixed by 
edict, has suffered severe disturbances. 
Domestic circulation is increasing at a 
serious rate, and although the system is 
not comparable to the capitalistic mone- 
tary systems, difficulties are being ex- 
perienced in Russian monetary relations 
with foreign countries. Though obliga- 


tions have been paid regularly, it is ap- 
parent that the problem of obtaining the 
means of payment is increasingly hard 
to solve. 


OUTLINE OF PROPOSED REMEDIES 


The difficulties experienced by these 
leading countries are typical. They are 
related to the desirability of maintaining 
stability of their currency both in terms 
of the domestic price level and in terms 
of the foreign exchange. The attempts 
and proposals to solve these problems, 
however, are varied. An understanding 
of them is helpful to an understanding 
of discussions to occur during forthcom- 
ing months. In addition to individual 
and bilateral moves toward solution, one 
or more world conferences to deal with 
these problems are promised for 1933. 
Proposed remedies may be put in four 
major classes. 

1. Maintenance of and return to the 
gold standard. 

2. Adoption of bimetallism. 

3. The use of a managed currency 
system. 

4. Improvement of financial rela- 
tions between the U. S. S. R. and for- 
eigners. 

The great majority of countries are, 
as the new year opens, seeking either to 
maintain or to return to, the gold stand- 
ard as the best means to obtain stability 
and to encourage commerce. 

The nations which are not on the gold 
standard, constituting the great major’ 
ity, endeavor to hold their present gold 
and to obtain more. This means that 
they aim to secure a favorable balance 
of international payments. To do so 
thev must balance their budgets, at least 
to an extent sufficient to obtain internal 
and foreign confidence. They must also 
either curb their payments to other 
countries, or increase their payments 
from other countries, or both. They 
are in various degrees seeking to accom- 
plish these ends by higher tariffs, quota 
systems, and import and currency re- 
strictions. To them it matters not 
whether gold be obtained by new pro- 
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duction, by return from hoarding or by 
importation from other countries. 

The problem of those few countries 
retaining the gold standard is so to con- 
duct their affairs that confidence in their 
ability to stay on the gold basis will not 
be shaken. A prime factor is to balance 
their governmental budgets. A gradual 
loss of a certain portion of their gold 
stocks over a period of time would not 
harm them and would be beneficial to 
nations understocked with gold. The 
great danger, both to themselves and to 
world monetary stability, is that they 
may take some action which will jar 
confidence in their ability to continue 
gold standard operations. 

In the United States, budget unbal- 
ance is a major present difficulty. Ger- 
many suffers from lack of confidence, 
inability to obtain a sufficient export 
balance, and the threat of being asked 
to resume reparation payments. The 
various allies have the problem of debt 
payments to the United States. France 
has a budget badly out of balance, and, 
being the harbor for perhaps $500,000,- 
000 of sight balances, lives in danger of 
a run such as the United States suffered 
in the spring of 1932. England has an 
unfavorable balance of payments and a 
budget none too securely in balance. 


THE ADEQUACY OF THE GOLD SUPPLY 


In connection with the ability to ob- 
tain and retain gold is the question of 
gold shortage, so much discussed. Only 
a few months ago many talked of a 
downward trend of gold production, yet 
1932 saw the 1915 peak surpassed and a 
new high production record set. In 
addition, the long decline in prices per- 
mits the same amount of gold or equiva- 
lent to serve as medium of exchange for 
a larger volume of transactions. Finally, 
further conservation of gold by estab- 
lishment of lower reserve requirements 
and other technical devices permits 
wider use for the same volume. 

A growing number of experts believe, 
however, that maintenance of or return 
to the gold standard is not the wisest 
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policy. Despite the spurt in gold pro 
duction, large new supplies have not 
been found such as the Rand in the 
90's, and no new process, such as the 
cyanide process, has appeared greatly to 
stimulate production. The large rise in 
gold production is due mainly to reduc- 
tion of expenses in gold mining and is 
probably a temporary gain, since, as ad- 
ditional gold exerts its influence on the 
price level, mining expenses will auto- 
matically rise and exert their retarding 
influence upon production. Since debts 
have been mostly contracted on a higher 
price level, a return to higher prices is 
believed necessary by many authorities 
unless a great part of the world is to 
go through bankruptcy, a procedure 
likely to prolong the depression in- 
definitely, and to strain the present 
financial and social structure beyond 
endurance. 


PROPOSALS FOR ENLARGED USE OF SILVER 


Many proponents of this point of 
view who believe that a higher price 
level is essential to prevent world-wide 
bankruptcy and who, at the same time 
do not visualize a sufficient increase in 
the price level occurring through an in- 
crease in gold production, advocate an 
expansion of the monetary base by the 
addition of silver to gold. Such a de- 
vice is expected to raise prices in terms 
of the bimetallic money and thereby to 
make the debt burden easier to bear. 
Among the groups which favor this 
monetary policy are certain prominent 
British experts, silver producers and 
political officials representing silver-pro- 
ducing areas and, broadly speaking, 
groups of debtors representing Ameri- 
can and certain other agrarian interests. 
Under this pressure, President-elect 
Roosevelt has promised to call an in- 
ternational monetary conference to con- 
sider the silver question. 

Among the outstanding difficulties of 
bimetallism, from a practical point of 
view, is that its successful operation 
would require close international co- 
operation. During the period extending 
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from 1870 to 1890, when the world 
price level was declining and bimetallism 
was being urged to check the decline, 
several international conferences were 
held to consider the question, but with 
no fruitful result. The absence of in- 
ternational co-operation in many impor- 
tant questions today arouses doubt re- 
garding practical possibilities for estab- 
lishment and operation of a bimetallic 
system. Secondly, a large part of silver 
production is on a by-product basis, 
whereas an ideal monetary metal should 
be produced for itself alone in order to 
make production responsive to price 
changes. 


PECULIAR PROBLEM OF SOVIET RUSSIA 


Whatever proposal is followed by the 
various countries in the World Eco- 
nomic Conference, or elsewhere, the 
U. S. S. R. has a peculiar problem of her 
own, the solution of which is a very 
important matter both to her and to the 
balance of the world. The primary 


problem at present is to obtain the 
means wherewith to purchase the equip- 
ment she needs from the outside world 
and to make payment on purchases al- 


ready made. She needs most of her 
production for home consumption, and 
even that which she can export is bring- 
ing low prices due to deflation and 
lowered purchasing power through the 
world. Export of the chervonetz is 
prohibited by law. Its internal value 
depends largely upon prices fixed by 
edict, though some costs of non-necessi- 
ties fluctuate widely. Official figures 
show circulation to be covered about 
26 per cent. by gold, other precious 
metals, and foreign exchange. However, 
a fiduciary issue exists of about 100 per 
cent. of the covered issue, having been 
raised successively from 50 per cent., so 
that actual metallic coverage amounts 
to only about 12 per cent. of total cir- 
culation, according to official figures. In 
such free or semi-free markets for goods 
as exist internally, prices have risen 
rapidly in accord with the swift rise of 
circulation and the scarcity of goods. 
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In attempts to solve the problem, the 
U. S. S. R. have put heavy emphasis 
upon gold production and upon tourists’ 
income. But tourists have been dissatis- 
fied with the methods of exchange which 
some feel impose considerable difficul- 
ties. The problem has been partially 
met by establishment of dollar prices, 
but this ties up foreign currencies esti- 
mated at several millions in order to 
care for tourists. Emigrant remittances, 
another important method of obtaining 
foreign exchange so badly needed, like- 
wise have been impeded by some dis- 
satisfaction with the chervonetz’s pur- 
chasing power, a dissatisfaction not en- 
tirely alleviated by establishment of the 
Torgsin stores, at which credits in for- 
eign currencies may be set up for the 
remittee’s benefit. 

The U. S. S. R.’s gold production has 
been brought only to 90 per cent. of the 
1913 level, according to the Moscow 
Narodny Bank. At the same time, 
Russia is the world’s largest producer of 
platinum and has large stocks of the 
metal on hand. Her platinum figures, 
however, are not made public and no 
very exact idea can be obtained as to 
production. Her present stocks are, 
however, believed to be between 150,000 
ounces to 400,000 ounces, or from 
$4,950,000 to $13,200,000 at current 
prices. The demand for platinum is 
slight and quotations are low, so that 
little possibility exists of any consider- 
able sales abroad. 

A partial solution of the financial 
problem of the U. S. S. R. may be 
found in a platinum coinage, to be used 
internally exclusively by foreign tour- 
ists and resident foreigners, and to en- 
courage additional remittances from 
abroad by relatives and friends of Soviet 
nationals. Several advantages would be 
derived by the U. S. S. R. and indi- 
rectly also by the balance of the world. 
It would bridge the difficulties now en- 
countered by individuals moving ~° or 
remitting funds in and out of the 
U.S. S. R. With the gap bridged, these 
movements would in all probability be 
encouraged to the Soviet’s advantage. 
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From the Soviet standpoint, a consider- 
able volume of foreign currency, which 
must aggregate many millions of dollars, 
now necessary to make change for tour- 
ists, would be freed, to be replaced by 
the platinum coinage. Since the plat- 
inum coins would go into circulation 
only in exchange for foreign currency, 
the U. S. S. R. would really obtain a 
more secure market, and better prices 
for platinum than at present are avail- 
able. The use of a more stable metallic 
money would encourage tourists. Fur- 
thermore, it would be likely to stimulate 
emigrant remittances now curbed by the 
low purchasing power of the chervontzi 
which are received internally, even 
though Torgsin stores at which credits 
may be established have partly allevi- 
ated the trouble. At the same time the 
unwieldy platinum stock would be de- 
creased through the added demand, and 
even though some coins might be 
hoarded or carried away by tourists, the 
U. S. S. R. would have received foreign 
currency for them. 

From an outside standpoint, added 


Russian purchases of merchandise made 
possible by freeing of foreign currency 
would be some stimulation to world 
trade. 

The establishment of such a system 


should not be difficult. The small sup- 
ply of the metal, and the fact that it is 
a primary product would doubtless 
make the system effective. Through an 
adequate seigniorage charge the metallic 
content of the coins could be kept below 
their worth in the markets abroad. The 
price of the metal, experts have esti- 
mated, could be established at about $50 
per ounce by this method, as compared 
with $20.67 for gold. Furthermore, 
much world interest would be attracted. 
The establishment of such a system 
would remedy present difficulties which 
Russia cannot solve either by currency 
management or gold production, and it 
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would not interfere with the present 
domestic currency system. 

Another view of the monetary prob- 
lem holds that a general world return to 
the old-fashioned gold standard is too 
difficult, but is cool to bimetallism. Pro- 
ponents of this view turn to a not too 
well defined system of managed cur- 
rency. In theory, this contemplates a 
monetary system with no metallic base, 
stability to be obtained purely by regula- 
tion of volume and close control over 
international payments. In actuality, 
there is at present no such system, and 
the idea really means the control of 
money value through regulation of the 
volume, the whole superimposed upon 
some metallic base. This might be more 
aptly called a banking standard, since 
its operations would be both in currency 
and in bank credit. Sweden is at pres- 
ent an outstanding example of such a 
system, and some degree of internal 
stability has thus far been achieved. 


IMPORTANCE OF THE INTERNATIONAL 
ECONOMIC CONFERENCE 


The world monetary problems of 
1933 are, therefore, roughly those of 
1932, but in more exaggerated form. 
An extreme battle to balance interna- 
tional payments has been and is being 
waged with weapons of tariffs, currency 
restrictions, import quotas, currency 
manipulation, attempts to balance 
budgets, and strenuous efforts to in- 
crease gold production. These individ- 
ual struggles have been only harmful 
thus far. As the new year opens, re- 
alization grows that in international 
collaboration probably lies the greatest 
hope for alleviation of the problem. The 
year 1933 seems likely to produce in the 
International Economic Conference the 
first genuine effort in that direction. 
The results there will vitally affect all 
nations. 





Are Small Banks So Bad? 


A Discussion of Bank Mortality Rates 


By Etcin GrosECLose, PH. D. 
University of Oklahoma 


the newly appointed Comptroller of 
the Currency gave out the annual 
report of the activities of his office, and 
announced his conclusions on the bank- 
ing system. Since he had been in office 
only about a month his conclusions, it 
might be expected, would be rather ten- 
tative and somewhat cautiously ex- 
pressed. 
In regard to bank failures, he stresses, 
like his predecessor, the large number of 


I: the first week of December, 1932, 


quoting them in its editorial columns, 
concluded as follows: 

“These sufficiently well-known facts, 
and the remarkable comparisons which 
accompany them, have their bearing on 
the movement to extend the facilities of 
strongly capitalized city banks in estab- 
lishing “country branches.’ ~ 

To state that 811/, per cent. of bank 
failures occur among institutions of less 
than $200,000 capital suggests the need 
of an actuary in the comptroller’s office. 


Size of a bank is no guaranty of safety under conditions such 


as we have been weathering. 


The same influences have touched 
the big banks that have touched the small. 
matter of management and not of size. 


Safety is primarily a 
Amount of bank capital 


is important only in relation to assets, 


closings among the small banks, and 
gives statistics to show the danger in 
permitting the organization of small, 
undercapitalized institutions. From the 
figures one learns that of all failures of 
national banks in 1932, 8114 per cent. 
occurred among institutions of less than 
$200,000 capital; and that of all sus- 
pended banks since 1920, 65.7 per cent. 
have had capital of less than $50,000. 
The new comptroller may take occa- 
sion to digest his figures more carefully. 
Although the Annual Report is not a best 
seller—the writer was unable to discover 
a copy in any bank in the nearby city 
of nearly two hundred thousand popu- 
lation —yet it has an influence, and these 
figures, in particular, are avidly used as 
an argument for the extension of branch 


banking. A leading New York daily, 


A life actuary would hardly make state- 
ments to the effect that 80 per cent. of 
the population die before reaching the 
age of, say forty, and of drawing the 
conclusion that of two persons, one 
thirty-nine and the other seventy-nine 
years of age, the chances of the former 
never reaching the next milestone were 
four to one greater than the latter. 


THE TRUE METHOD OF COMPARISON 


The true way to make a comparison 
of relative mortality rates of banks is by 
capital groups, much as life mortality 
statistics are prepared. To arrive at a 
fair comparison, the number of bank 
failures in any capital class should be 
compared with the total number of fail- 
ures. In this light the national banks 
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of less than $200,000 capital make al- 
most as good a showing as those of larger 
capital. 

As of December 31, 1930, for in- 
stance, these smaller banks constituted 
80.8 per cent. of the total number in 
operation. We would normally expect, 
therefore, to find this group accounting 
for approximately 81 per cent. of fail- 
ures, both in normal times and abnormal 
times, and the figure of 811/, per cent. 
above cited is not out of line. Stated 
conversely, banks of $200,000 capital or 
more were on that date 19.2 per cent. of 
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be noted that while the mortality rate 
was highest among the banks of less 
than $50,000 capital, being 8.34 per 
cent. of the total in operation, the big 
banks—those capitalized in excess of 
$1,000,000—were not immune. Over 
2.62 per cent. of their number suc- 
cumbed. 

At the time of writing this, the com- 
plete report of the comptroller for 1932 
has not been made available, so that it 
has not been possible to carry the figures 
forward into 1932, but in spite of the 
great number of failures in that year, it 


RELATIVE MORTALITY OF BANKS 


Capital 


Less than $50,000 
$50,000—$200,000 
$200,000—$ 1,000,000 
$1,000,000 and over 


(1930 and 1931) 


Per cent. 
of total 
36.9 


No. failures Per cent. of 


total in group 
8.34 
48.7 5.69 
3,1 27 
1.3 2.62 


100. 


The above table, according to the author, gives a truer comparison of the mortality of 
large and small banks, than the usual statistics that are given out. 


the total number in operation, and ac- 
counted for 183/, per cent. of the fail- 
ures in 1932. 

More illuminating comparisons might 
be drawn by comparing the relative 
losses to depositors in the different 
groups of banks, classified according to 
capital, but the comptroller does not 
present the figures so as to make such 
comparisons readily ascertainable. One 
Bank of United States failure will make 
up for a host of smaller bank failures, 
both in capital, in losses to depositors, 
and in general demoralization of the 
business community. 

The mortality rate of smaller banks is, 
it must be freely admitted, somewhat 
higher than that cf larger banks, but the 
rate is not nearly so excessive as pro- 
ponents of branch banking would lead 
us to believe. 

In the accompanying table is set down 
the percentage of failures of national 
banks by four groups, ranging from 
those of less than $50,000 capital up to 
those in excess of $1,000,000 capital, for 
the two years 1930 and 1931. It will 


is not likely that the relative mortality 
rates have been seriously affected. 


SIZE ALONE NOT A GUARANTY OF SAFETY 


Size of a bank is no guaranty of safety 
under conditions such as we have been 
weathering. The same influences have 
touched the big banks that have touched 
the small. Safety is primarily a matter 
of management and not of size. Amount 
of bank capital is important only in rela- 
tion to assets. 

No conclusions as to the relative 
strength of small and large banks and 
the desirability of branch banking would 
be justified by the mortality rates with- 
out a consideration of the conditions 
under which the smaller banks operate. 
The smaller “country banks,” it must be 
remembered, carry a peculiar burden of 
commercial financing. The larger banks 
all serve to some degree as bankers to 
the smaller, and to the extent that they 
do so serve their paper is doubly pro- 
tected—by the commercial transaction at 
the base of the accommodation, and by 
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the endorsement or signature of the 
correspondent bank. 

The smaller banks, unable to engage 
in this quasi-reserve banking, employ 
their funds in primary commercial lend- 
ing, and must bear the first shocks of 
economic catastrophe. Indirectly, the 
large banks finance small local trade by 
aiding their country bank correspond- 
ents, and this financing is done without 
assuming the primary risks. 

If they are to supplant these corre- 
spondent banks by their own branches 
they must assume the responsibilities and 
risks directly, and at the same time be 
denied the strength afforded by the 
country bank’s endorsement on_ their 
paper. Under such conditions the ratio 


of failures might tell another story. 


RATIO OF CAPITAL TO DEPOSITS 


In one sense there is a problem of 
“under capitalization,” but the evil is 
not in the actual size of capital, as the 
comptroller suggests, but in the relative 
size. 

The principal service rendered by 
capital is to absorb the losses occasioned 
by mismanagement or mistakes in man- 
agement, and greater safety for deposits 
would be achieved if banks generally 
maintained a higher ratio of capital to 
deposits. 

The difficulty faced by banks of small 
capital is that in order to earn the, ex- 
penses of overhead they are forced to 


expand loans unwisely, assume the more 
speculative risks and to thin out reserves 
to the point of danger. 

This difficulty is, however, not an in- 
surmountable one. It arises primarily 
from the effort of small banks to act like 
big ones. Too much front, both in bank 
premises and in personnel, is maintained, 
and its support forces the bank into un- 
wise practices. Small unit banks can 
operate successfully if, instead of keep- 
ing up expensive premises and offering 
free services indiscriminately, they would 
adopt a more modest style of banking. 

The community might find it hard 
to accustom itself to banking across a 
wooden counter instead of marble, but 
once they became so accustomed, and 
realized that their deposits were corre- 
spondingly safer, they would be just as 
happy. 


—@- 


AN INCREASE IN GENERAL 
MOTORS SALES 


January sales of General Motors cars to 
consumers in the United States totalled 
50,653 as against 19,992 in December, and 
47,942 in January a year ago. 

January sales of General Motors cars to 
dealers in the United States totalled 72,274 
as against 44,101 in December and 65,382 in 
January a year ago. 

January sales of General Motors cars to 
dealers in the United States and Canada, to- 
gether with shipments overseas, totalled 
82,117 as against 53,942 in December and 
74,710 in January a year ago. 





Personal Trust Administration 
A Relatively New and Technical Science Requiring More Study 


By CUTHBERT LEE 
Former Trust Supervisor, Guaranty Trust Company of New York 


in the administration of personal trusts 


construction Finance Commission 

recently stated in a speech that 
there are 19,000 banks in the United 
States. If we call 5000 of this number 
savings banks, there remain possibly 
14,000 trust companies, state and na- 
tional banks. In New York state alone, 
of the 496 national banks which are 
Federal Reserve members, 191 or 38.5 


eee ee of the Re- 


by a trust company or the trust depart- 
ment of a state or national bank, which 
will be presented in a series of articles 
in THE BANKERS MAGAZINE. 


A NEW AND TECHNICAL SCIENCE 


Personal trust administration is a rela- 
tively new science, and a highly tech 


nical one. Commercial banking is an 
old business and there is no dearth of 
men who have been trained in it. But 


per cent. have personal trust business on 
their books. The percentage of non- 
member banks and state banks may be 


Suggestions are requested from trust officers as to points which 
their experience has brought out, and which should be treated in 
the series of articles of which this is the first. In case the sug- 
gested points have not already been planned to be covered in the 
articles prepared, the author will be glad to include discussions 
of them, thus making the series of as wide service as possible. 
Due credit will be given for all suggestions used.—The Author. 


lower, and that of trust companies is 
much higher; but if we apply this per- 
centage as a possible average to the total, 
we get a very rough guess at the number 
of banking institutions in the United 
States which do personal trust business, 
namely over 5000. 

Many of these institutions and the 
men in them have only recently entered 
personal trust work. Even the veterans 
are constantly meeting questions entirely 
new to them, arising from the increased 
use of trusts and the development of 
new forms. For these reasons an at- 
tempt has been made to put down in 
brief and organized shape the methods 
and practices accepted today as correct 
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banking experience alone does not in 
clude any knowledge whatever of trusts 
except possibly some knowledge of in- 
vestments and the physical care of 
securities. The amazing fact is that 
many banks have entered this field rely- 
ing on their own banking personnel to 
handle it. The result has been in a 
good many cases almost unbelievable 
disregard of the proper practices; noth- 
ing but the happy chance that no client 
has examined closely into what has been 
done has saved such institutions from 
severe penalties, and the latter will hang 
over their heads until the trusts are 
closed and releases are in the vault, or 
until their methods are corrected. That 
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inexperienced men have done as well as 
they have, even with all their mistakes, 
is a strong tribute to their cleverness and 
adaptability. 

The administration of trusts requires 
all the care and sense that ordinary 
banking operations demand, and a great 
deal of additional special knowledge. 
One chief reason for this is the fact that 
it is governed by strict legal require- 
ments and penalties, which the courts 
visit as firmly upon a banking institu- 
tion as upon an individual, if not per- 
haps rather more drastically. 

If we can venture to analyze the un- 
conscious psychology of the judges, we 
note first that they have been bred as 
lawyers, and there is still a lingering 
feeling on the part of many lawyers that 
trust companies and departments have 
taken away from lawyers what was 
formerly theirs, namely the administra- 
tion of estates and trusts. Some judges 
have gone so far as to say publicly in 
effect, “Banks and trust companies hold 
themselves out in their advertising as 
having special facilities, experience and 
judgment, beyond what may be expected 
of an individual, in the handling of 
trusts. We therefore expect from them 
at least as high, if not a higher, degree 
of ability, and when their errors or mis- 
judgments cause losses to those whose 
interests they are bound to protect, they 
cannot plead the ignorance of the inex- 
perienced individual trustee, but must 
be held fully responsible.” It is only 
fair to say, on the other side, that the 
judges recognize the reputation of banks 
and trust companies for probity and in- 
tegrity, and are much readier to accept 
their statements of fact as true and their 
statements of account as correct, than 
they would be in the case of a simple 
individual. 


EXTENSION OF TRUST SERVICE 


Another reason why personal trust 
administration must receive more study 
is that with effort by banks and trust 
companies throughout the country we 
may soon expect the trust idea to be- 


come as widely current among the 
people of their cities as it is in the few 
largest centers. The greatly increased 
personal trust business which the large 
New York institutions, for instance, 
have received in the last decade has not 
drifted in to them; in the main it has 
been the result of a large and persist- 
ently continued campaign of advertis- 
ing and sales effort of new business rep- 
resentatives. In addition to business 
there has resulted a fairly widespread 
acquaintance with the existence of trusts 
and at least a general urderstanding of 
what they are and what they are for, on 
the part of large numbers of the public. 

In the early period of his apprentice- 
ship the author disliked to mention the 
word trust in any casual’ group of 
people, because it was met with a blank 
stare. Now, however, so popular a 
newspaper writer as Dorothy Dix finds 
trusts quite a suitable subject to be 
treated in her column for the lovelorn. 
In the New York Evening Post of Janu- 
ary 26, 1933, she says: 

“Whatever you do, fix it so that your 
wife can neither spend nor be cheated 
out of the property you leave her. The 
statistics gathered by one of our big in- 
surance companies show that 80 per 
cent. of the money that they have paid 
out as insurance to widows has been dis- 
sipated within five or six years. They 
have blown it in on extravagances, 
thinking that because they have never had 
$10,000 or $15,000 before that it is as 
inexhaustible as the national Treasury, 
or else some slick-tongued salesman has 
induced them to invest it in wildcat 
preferred, or they have lent it without 
security to Uncle John, who prays such 
beautiful prayers that they never doubt 
his honesty. 

“The most amazing thing on earth is 
that a man who would not trust his 
wife's business sagacity in handling a 
hundred dollars while he is alive will 
turn over all of his and his children’s 
property to her to make ducks and 
drakes of when he is dead. Why he 
thinks that his demise is going to turn 
her from a financial Dumb Dora into a 
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Hetty Green is a mystery past all solv- 
ing. But it is done every day, and that 
is why we have so many poor widows 
and orphans. 

“Every man who has money to leave 
his wife and daughters should provide a 
trust fund for them so that they will get 
the income paid in monthly installments. 
That would save many a widow from 
being married for her money, and pre- 
vent many a wife from having either to 
give all of her property to her husband, 
or else be in a perpetual row with him. 

‘“‘Now a woman has to be more hard- 
boiled than most wives are to say ‘no’ 
to the husband who wants to speculate 
with her money, and if she does, he 
never forgives her for it, but if papa 
has left the money so she can’t touch it 
she has a perfect alibi that keeps peace 
in the family. 

“So a man is criminally cruel who 
does not save his wife and daughters 
from this hard fate by tying whatever 
property he leaves to them good and 
fast and beyond their reach. 

“It is a common thing for a man to 
leave all of his property to his wife in 
the belief that her mother love will make 
her always look out for her children. 
This is a good theory, but it does not 
work out well in actual practice. 

“If there is a prodigal son or daugh- 
ter, mother is going to pay him or her 
out of his or her scrapes, no matter how 
much it sacrifices her worthy sons and 
daughters. And only too often mother 
is obsessed by her younger children and 
so anxious to give them every luxury 
and advantage that she spends on them 
the money that by right belongs to the 
older children. 

“So, Mr. Husband and Father, in 
making your will bear these facts in 
mind: First, that not one woman in a 
hundred is capable of handling money 
wisely, and, secondly, that mothers will 
play favorites. So see to it that your 
property is left in trust for your wife 
and daughters, and fix it so that all of 
your children will get a square deal.” 

The article quoted above, reflecting 
the fact that trusts are not beyond the 


interest of a popular audience, suggests 
the thought of another way in which 
many banks may expect a larger volume 
of personal trust business, namely 
through the increase in voluntary trusts, 
otherwise called living trusts or settle- 
ments. Hitherto where the trust idea is 
widespread it is usually understood to 
refer only, as in the newspaper article, 
to testamentary trusts: “leaving” money 
in trust. The use of the voluntary trust 
is relatively newer and general knowl- 
edge of it less current. Yet the volun: 
tary trust, beside duplicating most of the 
advantages of a trust under a will, has 
some advantages greatly surpassing those 
of the latter. Some of these advantages 
even many trust men themselves seem to 
overlook or underestimate; at any rate 
they rarely speak of them. 

The most usual sales arguments ad- 
vanced in favor of the voluntary trust 
are. the following: 

1. That it may save inheritance 
taxes. This is a highly complicated sub- 
ject, made more so by the Federal gift 


tax; and even if a plan is evolved which 
may reduce taxes, there is no absolute 
guarantee against the arbitrary action of 
government. 

2. That it gives the grantor an op- 
portunity to see the trust in operation 


during his lifetime. This argument im- 
plies that if the voluntary trust proves 
satisfactory it can be confirmed or con- 
tinued to operate similarly after the 
grantor’s death, and if unsatisfactory it 
can presumably be changed or discon- 
tinued. The best type of voluntary 
trust is one irrevocable and non-amend- 
able, to which this implication does not 
apply. The amendable type of trust 
could indeed be changed, and the rev 
ocable type could be terminated and 
be succeeded by an altered trust during 
the -grantor’s lifetime, but what assur- 
ance would such action give that the 
result would better answer the needs of 
the case after the grantor’s death? The 
conditions then to be met have no more 
arisen after the alteration than before. 

3. That the voluntary trust offers, 
through the ability of the corporate 
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fiduciary as trustee, expert management 
of the investments. This is the soundest 
argument of the three. 

In citing briefly the above arguments 
it is not intended to deny their solid 
worth, but only to point out some of 
their limitations. These arguments, how- 
ever, omit a whole series of advantages 
of the most prime importance, which 
make the very existence of the voluntary 
trust a valuable asset of our financial 
life, and which advantages were the 
cause of the instrument being originated 
and developed in England a few cen- 
turies ago. They can be summed up in 
the word protection. 

The risks to which an estate is subject 
do not begin at the owner’s death. The 
money which the owner has today, and 
of which he has settled the future dis- 
position by will, may be gone before 
there has been time to mislay the will, 
let alone probate it. All the common 
unfortunate outcomes which one can 
urge the necessity of circumventing by 
a testamentary trust, can and do occur 
just as frequently during a wife’s or 
husband’s lifetime, and can and should 
be circumvented the more effectively 
and surely by a voluntary trust. 


MEN AS WELL AS WOMEN MISMANAGE 
THEIR FINANCIAL AFFAIRS 


There cannot be too much stress laid 
on the havoc usually raised with free 
funds by women. But a lot more recog- 
nition could be given to the usual 
muddle made of their financial affairs 
by very many men. In the author's ac- 
quaintance is a bachelor of fifty, a cul- 
tivated gentleman of rather too genial 
and convivial tastes, who ran through a 
sizable fortune and became destitute, a 
pitiable figure. Having then come into 
an additional modest inheritance, he took 
no chances but assigned the legacy to a 
trustee under an irrevocable voluntary 
trust agreement. Another friend of 
quite a different type, a hard-working, 
conservative man who had a small pros- 
perous business of his own, lost the busi- 
ness ‘n hard times and has nothing left— 


except a voluntary trust which he in 
good times established for himself. 

These two instances among many 
bring out another point in favor of the 
voluntary trust: not only may it afford 
protection to others, as may a testa- 
mentary trust, but it can also or instead 
do what no testamentary trust can, 
namely, afford protection to oneself. 
Protection against the importunities of 
relatives and friends; against unfair but 
possibly legally successful and ruinous 
suits and damages; against destitution as 
the result of business failure or bank- 
ruptcy; against poverty caused by disas- 
ter such as incapacity from accident or 
chronic illness; against a sudden mis- 
placed enthusiasm for an unwise specu- 
lative venture. And if one rules out all 
these as too unlikely to happen—though 
they do to thousands—then the volun- 
tary trust offers protection against the 
plain, ordinary, usual decline of earning 
power with age. 


ADVANTAGES OF TRUST SERVICE 


Officers and employes of trust com- 
panies and banks do much good in their 


communities by standing for sober, 
honest dealing and conservative, sensible 
handling of personal and business finan- 
cial affairs. Because of their training 
and temperament their influence is al- 
ways active on the side of taking intelli- 
gent pains and care, as against leaving 
matters at loose ends. They can add 
greatly to the service they render to 
their fellow citizens by spreading knowl- 
edge of and encouraging the establish- 
ment of voluntary trusts. The latter 
represent an incalculable force for good, 
a balance-wheel of stability in the finan- 
cjal life of the individual, the family, 
and through them of the community. 
These points have been mentioned 
here because arguments in favor of vol- 
untary trusts form no part of the articles 
which will make up the coming series. 
On the contrary the articles will be de- 
voted solely to setting forth the best ac- 
cepted modern practice in administering 
voluntary trusts. The administration of 
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this type of trust is presented because it 
needs to be more widely and completely 
understood, and because the voluntary 
trust, especially the insurance trust 
variety, is the most rapidly growing 
group in volume of business. Further 
from the viewpoint of the trustee, vol- 
untary trusts of all funded types offer, 
as testamentary trusts do not, immediate 
revenue. 

Finally, the principles and most of the 
procedures are similar (making certain 
allowances) to those involved in the ad- 
ministration of testamentary trusts, com- 
mitteeships and guardianships, in short, 
to most personal trust administrative 
work. 

The need for such a series of articles, 
constituting in effect a manual of the 
administration of trusts by trust com- 
panies and bank trust departments, arises 
from the fact that the subject is rela- 
tively new, and the laws and practices 
governing it are always changing, so that 
questions come up today which never 
bothered the trustee as little as ten or 
even two years ago. Experience is the 
best teacher, but no one man can have 
experienced the encounter and solution 
of all possible problems. In the effort 
to share the combined experience of 
many workers in this field, as far as it 
could be ascertained, the author has com- 
piled therefrom a brief manual, divided 
into the articles which follow, setting 
forth in writing the best approved meth- 
ods of trust administration in use today 
by the leading metropolitan fiduciary in- 
stitutions. 

While the practice of institutions of 
this type has been taken as the standard, 
the articles have been written with the 
needs of medium and smaller sized banks 
equally in view; and for this reason all 
description of large sub-sections and de- 
partments has been omitted, so that the 
methods described are as workable by 
the trust department consisting of one 
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officer and a few clerks loaned from 
time to time by the banking department 
as by a personnel of several hundred 
Who does the work must be determined 
mainly by the volume; but the indis 
pensable operations per trust, and the 
principles guiding these operations, are 
exactly the same for the small, medium 
or very large institution. 

The articles are written from the prac 
tical and not from the legal standpoint 
Of course trust administration is almost 
inextricably bound up with legal ques: 
tions, and as legal requirements govern 
the trustee at almost every turn, and as 
the trustee cannot refer to counsel every 
move made during the day, the trustee 
must learn to judge what should and 
what need not be referred. The articles 
offer many hints on this point. They 
dwell principally on the practical side 
and touch on legal matters only when 
knowledge of them is indispensable to 
the trust officer or employe, leaving all 
questions which involve the necessity of 
obtaining legal opinions to be put before 
the trustee’s counsel when the case arises. 

The article which will appear in the 
next issue of this magazine will cover 
the first steps to be taken in a new 
trust. It explains the considerations 
which influence a bank or trust company 
in deciding whether or not to act as 
trustee in a given case, the danger which 
can lurk in accepting certain kinds of 
business, and the safeguards to be taken 
against such risk. It suggests ways in 
which later dissatisfaction on the part of 
the client can be avoided by proper ac: 
tion at the commencement of the trust, 
and means for simplifying and making 
more efficient and economical the trust's 
entire administration by eliminating 
from the agreement doubtful or trouble- 
some provisions, of which the article 
gives examples, with the reasons for their 
disadvantageous effects, and offers cor’ 
rections. 





Should Banks Make Chattel Loans? 


Engaging in the Business Teaches Deceptive Cost of This 
Type of Loan 


By HowarD WRIGHT HAINES 


have not found it profitable to make 

chattel loans. The history of per- 
sonal credit reveals that the making of 
loans on personal property requires so 
much careful investigation of the ap- 
plicant’s social and financial condition, 
as well as continual supervision and col- 
lection costs after loans are approved, 
that costs far exceed bank rates. How- 
ever, managers of many small loan de- 
partments, after carefully considering 
the safety of chattel loans, have adopted 
the plan of carrying loans on automo- 
biles, provided the loans are made and 
endorsed by reliable dealers, individuals 
or finance companies. Licensed personal 
loan companies are frequently able to 
reduce their rates to borrowers when 
additional capital may be secured 
through banks. Certain banks report 
they have made chattel loans indirectly 
on appliances, such as washers, ranges, 
electric ice boxes, by taking individual 
accounts with the endorsement of de- 
partment stores and merchants of good 
rating. 

During the past decade these agencies 
engaged in the making of chattel loans 
have passed through a rapidly changing 
period of consumer credit and fluctuat- 
ing price levels. Recently more than 
three-fourths of chattel loans have been 
made for the purpose of consolidating 
debts. As we will show later in this 
discussion, a wide majority of chattel 
loans are made for worthy purposes, 
and the making of such a type of loan 
therefore becomes a powerful construc- 
tive force in improving economic condi- 
tions of small borrowers. It is both prac- 
tical. logical and safe for the bank’s 
smal! loan department to carry such 
chat‘cl loans when guaranteed by one or 


G hse loan departments in banks 


more reliable endorsers. By so doing the 
bank relieves itself of the costly details 
connected with investigating, approving, 
servicing and collecting such loans; re- 
tains a lien upon the personal security 
of the borrower; has a substantial guar- 
antor to look to should the payments be 
defaulted, and may obtain a much larger 
volume by this method of discounting 
than would be possible if loans were in- 
vestigated and made directly. 

These statements are not always 
readily understood and there are many 
bankers, especially those who have found 
endorsed notes sound and profitable, who 
ask why it would not be equally lucra- 
tive to make loans on furniture, auto- 
mobiles and other chattels. This ques- 
tion arises quite naturally because it ap- 
pears that if we can go to the expense 
of investigating a borrower and two or 
three co-makers who use our small loan 
plan we might just as well handle the 
other’ kinds of small loans. Why not 
make loans on the newer models of cars, 
high-class household goods, appliances 
and so on? If a finance company can 
use the bank’s money to finance car and 
turniture purchases, then the bank should 
be able to do away with the middleman’s 
profit and make the loans directly. We 
have our small loan departments, our 
bond and security departments, our 
trusts and insurance, our real estate 
specialists all in the bank—why not take 
one more step and usurp the field of 
personal loans in its entirety? 

Before forming a conclusion in this 
matter we should remember that special- 
ized small loan departments are an in- 
novation in banks, having sprung into 
operation only of recent years. Al- 
though a large majority of banks have 
made small loans profitably, they have 
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also found many pitfalls and disagreeable 
features most of which drawbacks were 
not apparent until such loans were be- 
ing made. The same rule applies to 
chattel loans. One must actually en- 
gage in this business to learn that costs 
are perhaps more deceptive in this type 
of loan than any other. 

Leon Henderson, director of the di- 
vision of remedial loans of the Russell 
Sage Foundation, New York City, which 
has spent twenty-five years in promot- 
ing the passage of laws protecting small 
borrowers, can tell us that our public 
and our legislators are learning more 
and more about the actual cost of han- 
dling chattel loans. Through the efforts 
of the foundation and others, the Uni- 
form Small Loan Act, providing a rate 
not to exceed 31/4, per cent. on unpaid 
balances per month, has been adopted in 
approximately half of the states. He 
may also mention that 3800 licensees are 
operating under these laws, advancing 
a total of $500,000,000 per year. We 
are told that the Household Finance Cor- 


poration is the oldest of the big personal 
finance companies, having made chattel 


loans for fifty-one years. This corpora- 
tion should be able to furnish facts on 
the field of chattel finance. 

So the next stop is in Chicago. Re- 
ferring to our memorandum we drive to 
the headquarters of the Household 
Finance Corporation, operating 150 
branch offices in ninety cities, and mak- 
ing one-tenth of the chattel loans in the 
United States, enter the offices of Leslie 
Craig Harbison, president, and announce 
that we have come to learn all about 
chattel loans. 


ALL ABOUT CHATTEL LOANS 


At once we are aware that we have 
invited ourselves to a very interesting 
party. For Mr. Harbison receives us 
cordially and from the first warm hand- 
shake this unusual executive has our 
wrapt attention. Here is a man who 
looks deeply into the ups and downs of 
millions of small borrowers. A man who 
became the world’s first credit boy by 


sheer ability when only nine years of 
age. While other lads worked hard to 
sell: papers, a bicycle shop in Philadelphia 
gave him the unusual job of merely look- 
ing at prospective renters to decide 
whether they would bring the bicycles 
back. At nineteen years of age, the per- 
sonal finance business, then developing 
chain offices, caught his attention. Be- 
cause of unusual enthusiasm and brains 
his rapid progress to his present position 
forms an intensely colorful story. 

But Mr. Harbison never talks about 
himself. “I am very glad you have 
come,” he smiles. “Our director of re- 
search has been building up figures and 
facts on costs, losses and other pertinent 
data regarding personal finance. We 
have been trying to develop new ways 
for helping small borrowers.” 

‘Then the lesson begins. ‘There are 
charts, reports and printed brochures. 
New theories and convincing informa- 
tion such as we had never before seen or 
considered. We are told that when rent, 
salaries, advertising, supplies, investiga- 
tion and other expenses are averaged in 
Household’s 150 branch offices loaning 
to over 300,000 families during a year, 
the cost, including profit, of each loan 
per month, in 1931, was $3.60 on the 
$140 loan balance, or 2.57 per cent. a 
month. This is a typical cost under 
favorable circumstances in an efficiently 
conducted office. With these facts be- 
fore us, it is not difficult to understand 
why the Russell Sage Foundation has 
determined that chattel loan companies 
must receive 31/4, per cent. monthly in 
order to receive a fair return on their 
investment. 

Here we must notice that chattel loans 
require considerably more investigation 
costs than is the case with endorsed 
notes, due to the fact that an appraiser 
must call at the residence of most bor’ 
rowers. As personal finance companies 
are in charge of carefully trained man- 
agers who hold expenses down to the 
minimum it is reasonable to assume that 
banks would be forced to incur fully as 
much overhead in cost of operation 
should they engage in chattel loan mak- 
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A COMPOSITE OFFICE OF THE HOUSEHOLD FINANCE CORPORATION FOR 1931 


Average Employed Capital, $361,875 


Money costs 
Losses 
Taxes 


Operating costs 


Per Cent. 
of Capital 
Employed 


1.81 
1.38 
2.45 


Salaries of employes at branch offices (average per office, manager 


and six assistants) 


Salaries of headquarters and supervisory staffs (covers services for 


12,606 


supervising, management, accounting, financing, legal, adver- 


vertising and research) 
Advertising 


Office supplies and miscellaneous ......... 


Rent (including headquarters) 

Traveling expense, auto hire and car fare 
Telephone, telegrams and postage 

Legal, auditing and accounting fees 
Insurance 


1Bank loans cost 5.62 per 
requirements. 


cent. but 


2The percentage figures above are based on capital employed in the business. 
balances against bank loans, 


necessity of. maintaining 
and lag in re-loaning, 
average of 28.57 
capital. 


about 14 per cent. 
per cent. on loan 


ee ee 


the effective rate 


of capital employed is idle during 
account was charged to earn 24.57 per cent. 


6,070 
8,565 
3,169 
3,147 
1,862 
1,256 


was much higher due to deposit 
Due to the 
and in transit 
the year. An 
on employed 


cash in cash drawers 


The above table shows the costs of a composite office of the Household Finance Corporation 
for 1931, giving a clear idea of distribution of expense. 


ing. Advertising, salaries, rent and so 
on, averaged a total of $1.50 per month 
per account in the offices of Household 
Finance Corporation in 1931. Variable 
costs, such as bad debts, leakage, in- 
terest and profits amounted to approxi- 
mately 114 per cent. per month on each 
dollar loaned. This was $2.10 a month 
on the average loan balance, which was 
$1.45. Thus with cost of operation at 
$1.50 plus variable costs of $2.10, we 
have the total cost per loan as mentioned 
above, or $3.60 per month. 

Just as small co-signer loans of $10 
up to $100 denominations are made at 
a loss to the bank, so the smaller chattel 
loans are much more costly to handle, 
and none of them can be handled at bank 
rates. 

In 1931 Household’s average loan was 


$201. In 1932 the average loan had 
fallen in August to $183. In 1931 it 
was possible to approve and turn into 
loans approximately one-half of the ap- 
plicants. By September 30, 1932, this 
percentage had fallen to 34 per cent. 
That is, out of 100 applicants only 
thirty-four could be approved. The eco- 
nomic conditions of the applicants regu- 
late the average investigation expense 
per loan, which is necessarily greater in 
times of unemployment. 

In 1930 annual losses were 1.89 per 
cent. In 1931 this had risen to 2.21 per 
cent. In September, 1932, we find it 
has mounted to 4.16 per cent. Losses, 
of course, recede as conditions improve, 
but it is apparent that rates must be set 
sufficiently high on the average to cover 
the greatest possible fluctuation. 
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Very much the same change in aver- 
age loans and losses has taken place in 
endorsed notes. There is a limit to the 


number of loans that an employe of a 
bank or a company can handle efficiently. 
A study of thirty-four Household offices 
in large cities shows the range of num- 
ber of accounts for each employe and the 
proportion above the efficient average of 
300 for each employe to be: 


High 
386 
328 
363 


Philadelphia 
Detroit 


The average for all is about 300 ac- 
counts. 

At least three people are required to 
make chattel loans. Even with a bank’s 
personnel, it is difficult to see. how 
chattels may be handled without a man- 
ager, one outside man and one girl for 
window or clerical work. With this 
minimum personnel the bank must han- 
dle an average of 900 accounts, assuming 
that chattels are to stand on their own 
profits aside from the bank’s endorsed 
notes. 

‘While endorsed notes may be made 
over a wide territory, chattels to be han- 
dled most profitably must be limited to 
as small a field as possible. For example, 
loans made in large centers where only 
people within the city limits are served 
can be handled with less collection costs 
and expense for trips of representatives. 
Chattel loans require more personal su- 
pervision than endorsed notes. When 
the borrower is out of employment there 
are no guarantors to call on for the past 
due payments. Such loans must be re- 
arranged or extended until income may 
be found. This is an element that is by 
no means satisfactory with banks because 
of strict supervision by state and national 
examiners. Chattel loans require a more 
strict collection machine than endorsed 
notes and while losses are usually held 
down to less than 1 per cent. of the 
capital employed per year it is necessary 
to maintain an elaborate and expensive 
follow-up system. 

In the opening paragraph we have 
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mentioned that chattel loans serve a con- 
structive purpose. Mr. Harbison gives 
the following purpose of such loans by 
percentage. These percentages are taken 
from 167,250 loans, classified by pur- 
pose, by the Household Finance Corpora- 
tion, to July 31, 1932. 

The largest share, 82.68 per cent., goes 
to pay for family debts already con- 
tracted. Other proportions are 9.10 per 
cent. for business needs; 2.79 per cent. 
for travel and vacation; 2.10 per cent. 
for moving expenses; 2.64 per cent. for 
education; .69 per cent. for funeral ex- 
penses. It will be noted that the greatest 
percentage is used to repay pressing 
debts. 

A survey among 300,000 current small 
loan borrowers.by L. C. Harbison, presi- 
dent of the Household Finance Corpora- 
tion, discloses that 240,000, or 82 per 
cent. of these borrowers, mostly wage 
earners, used the money to refinance 
overdue debts and restored 90 per cent. 
of their consumer buying power. Pre- 
vious to refinancing, their buying power 
was crippled, monthly average income 
being $158.76 and bills payable $189.37. 
After financing, their monthly repayment 
and interest on refinancing loan averaged 
$13.45, giving them an average restored 
buying power of $145.31 per month. 

Mr. Harbison also furnishes the fol- 
lowing Household Finance table based 
on 1932 figures up to July 31, showing 
the kind of debts paid out of the pro- 
ceeds of loans: 


Per Cent. of 


Kind of Debts Paid All Loans 


. Miscellaneous bills 

Medical—Dental and hospital 
bills 

Tax bills 

Mortgage and interest 

Insurance premiums 

WEMREG BEER. 3.44 sn cccleetie Sarvs 

Clothing bills 

Assistance to relatives 

Furnishings bills ........... 

a arene ears 

Food bills 
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Mr. Harbison also furnishes the fol- 
lowing table showing the income dis’ 
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tribution among the Household Finance 
customers during the year 1932 up to 
July 31: 

Per Cent. of 


Total Customers 
in Each Group 


Income Group 
(annual basis) 


Over $3000 

$2400 to $3000 
$1801 to $2400 
$1201 to $1800 
Under $1200 
Employed irregularly 


It will be noted that only 14 per cent. 
of Household’s customers have incomes 
under $1200; 59 per cent. have incomes 
from $1201 to $2400, and 27 per cent. 
have incomes above $2400. 

After Mr. Harbison has finished an 
hour’s discussion of personal finance, we 
feel that we have gained a new picture 
of the needs of many borrowers. We 
have learned that the average family no 
longer raises its own food or makes its 
own clothes. Grocer bills, rent, clothes 
and other expenses are regular, but sal- 
ary and commissions are often irregular 
or cut off entirely due to sudden illness 


or emergency. The family in this con- 
dition must have a reliable source where 
it may borrow at legal rates. Many 
such borrowers cannot obtain signatures 
on a note and do not have bankable col- 


lateral. The bank, therefore, cannot 
serve this borrower. A chattel loan, 
however, will remove the worry and 
permit the family unit to combine its 
debts in the same way as is being recom- 
mended and accomplished by the bank’s 
small loan department which deals in 
endorsed notes. Merchants, landlords, 
and professional men, are relieved be- 
cause of these loans. 

There is, then, a great mass of men 
and women in the nation whom the 
bank cannot serve and it is at this point 


that the personal finance company begins 
its service. It is able to furnish a budget- 
ing service and accomplish a number of 
results a well regulated bank can never 
do. First, it can loan most families hav- 
ing no security except integrity and 
future earning ability. It can serve the 
low-income applicant who composes 80 
per cent. of the gainfully employed, to 
few of whom the bank can loan, because 
of state and national banking laws. 
Whether banks have funds for loaning 
available must not stand in the way of 
chattel borrowers who require constant 
service for emergencies and other dire 
needs. Personal finance must give this 
continuous relief. 

Thus while banks must continue with 
larger advances and industrial loans to 
the higher stratum of income men and 
women, it is believed that a percentage 
will ultimately become savers and cus- 
tomers of the bank. The need for a 
more extended service to millions of 
families of medium and low income is 
taken up by personal finance corpora- 
tions. It is the field of the chattel Phan. 

“Mr. Harbison,” we said, rising, 
“every banker in the country should 
know the facts about chattel loans. You 
have given us a much clearer under- 
standing of the business. Please take a 
day off and run over to visit our small 
loan departments.” 

“Thanks,” he smiled. “Our companies 
and the small loan departments of banks 
have been working hand in hand with 
very wonderful results. The last few 
years have given each of us a clear and 
definite understanding of our separate 
fields. We all, I believe, have the same 
purpose in mind. To help our borrowers 
toward better standards of living—to 
educate them into careful spenders and 
consistent savers.” 





The Place of the Federal Home Loan 
Bank System in the Financial 
Structure 


By GeorceE L. BLIss 
Executive Vice-President, Federal Home Loan Bank of Newark, N. J. 


tion enacted in recent history has 

been designed with such far-reach- 

ing, constructive intent, and at the same 
time has been so little understood by the 
general public, as the Federal Home 
Loan Bank Act. Drafted after years of 
study of the need of a central credit 
agency for the home mortgage financing 
institutions, the act has been quite er- 
roneously interpreted as emergency 
legislation intended to set up a tempo- 
rary structure to deal exclusively with 
the problems of the current depression. 
The fact is that a Federal Home Loan 


Pr ton exe no single piece of legisla- 


Bank Act was first introduced in Con- 


gress about 1920. The subject has been 
receiving continuous study since. 


PRESENT SYSTEM OF HOME MORTGAGE 
FINANCING 


Home mortgage financing is primarily 
conducted by local institutions. Such 
institutions receive local funds, largely 
savings, and invest them in mortgages on 
local properties. The oniy substantial 
exception has been in the case of the 
life insurance companies, a number of 
which have been making home mort- 
gages in localities away from their home 
offices in recent years. 

The effect of this local financing, 
highly ‘sound from the viewpoint of 
safety, has been that when money be- 
comes tight in a particular locality, there 
is then no source of mortgage credit 
available to the citizens of that commu- 
nity. Thus we have seen periods when 
mortgage money was almost impossible 


From an address. 


240 


to obtain in one section of the country, 
while the local mortgage lending institu- 
tions in another part of the country 
were burdened with a surplus of funds 
for which they could find no suitable 
investment, unless they were to relax 
their safety standards. 

And so we have the Federal Home 
Loan Bank System, created to join to- 
gether the home mortgage lending insti- 
tutions of the country, pooling their re- 
sources in the same fashion that the 
Federal Reserve System has unified the 
commercial banking structure. 


ORGANIZATION AND OPERATIONS OF THE 
SYSTEM 


The method by which it is to be ac 
complished is this. The institutions 
eligible for membership are the building 
and loan associations, the co-operative 
banks, the insurance companies, the sav- 
ings and loan associations, and the sav 
ings banks—the great groups that, on 
the one hand are the custodians of the 
savings investments of the people, and 
on the other hand are, for that very 
reason, the dominant factors in the mak- 
ing of first mortgage loans on homes 
There are two types of credit which 
may be required by these institutions, 
and these two types of credit are pro- 
vided by the system. 

First, there is the need for short-term 
emergency credit, to meet unexpected 
and unforeseen demands, to stop a run, 
or to tide over seasonal trends. In order 
to provide a fund from which such 
short-term credits may be made to mem 
ber institutions, each member of the 
system is required to maintain an in 
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vestment in its regional Federal Home 
Loan Bank of an amount equal to 1 per 
cent. of the net value of its home mort- 
gages. A member institution having 
surplus funds may, likewise, deposit 
them with its regional bank. Such funds 
must be kept in liquid form by the re- 
gional bank, but may be loaned to mem- 
ber institutions for periods not exceed- 
ing one year. Such loans may be made 
without collateral, where the creditor 
liabilities of the member institutions (ex- 
cept advances from a Federal Home 
Loan Bank) do not exceed 5 per cent. 
of its net assets. 

Here, then, is an emergency fund 
upon which a member institution may 
draw to stop a run. Here, indeed, is a 
source of credit the very existence of 
which may prevent a run from ever 
starting. A member institution in the 


Federal Home Loan Bank System need 
no longer depend upon the volunteer 
action of neighboring institutions, hastily 
organized for a particular emergency. 
Instead, with its statements on file, with 
the quality of its management a known 


factor, a member institution can secure 
immediate aid in such a situation, with 
immeasurable benefit, not only to itself, 
but to its community, and to neighboring 
institutions that might otherwise become 
involved. 

The second purpose, the providing of 
long-term credits, is to be accomplished 
by the sale of Federal Home Loan Bank 
bonds. The following is the procedure 
A member institution finding itself with 
a demand for first-grade home mortgage 
loans in its locality, beyond its capacity 
. to meet, goes to its regional Federal 
Home Loan Bank to borrow money with 
which to make such loans. It presents 
its obligation, repayable in installments 
over a period of years. In support of 
that obligation, it tenders mortgages 
taken from its vault, having a value ap- 
proximately twice the amount that it 
Wishes to borrow. 

The Federal Home Loan Bank then 
takes this note of its borrowing institu- 
tion, together with the mortgage collat- 
eral. and places them with similar notes 
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of other borrowing member institutions 
and their mortgage collateral, as secu- 
rity for Federal Home Loan Bank bonds 
that are sold in the general market. 
Such bonds will be issued in serial form, 
retired in installments as the borrowing 
institutions make repayments on their 
notes. 

Federal Home Loan Bank bonds will 
thus be a security of the highest type. 
They will be secured not only by the 
capital of the Federal Home Loan Banks, 
but also by the underlying obligations of 
sound, solvent and well managed insti- 
tutions, and still further by home mort- 
gages as collateral in the ratio of two 
for one. Under the terms of the act, 
Federal Home Loan Bank bonds are ex- 
empt from all taxation except surtaxes, 
estate, inheritance and gift taxes. They 
are lawful investments for all fiduciaries, 
trust and public funds, the investment 
of which is under the authority of the 
United States. It may be expected that 
they will be made legal investment for 
savings banks and fiduciaries in all the 
states. 

Bonds so well secured, and with such 
standing, will sell on a yield basis sufh- 
ciently low that the proceeds of the sale 
of Federal Home Loan Bank bonds can 
be reloaned to member institutions at 
rates sufficiently attractive to make their 
use profitable. And thus we will find 
that the community that heretofore has 
not had the local capital with which to 
provide the home mortgage financing 
required can tap a reservoir of long-term 
credits to meet its local needs. 

A further service provided in the Fed- 
eral Home Loan Bank Act is a feature 
that permits surplus funds in one local- 
ity to flow, through the Federal Home 
Loan banks, into areas where money is 
tight. So we will find that member in- 
stitutions with surplus funds will be 
able to use their regional Federal Home 
Loan banks as a means of sending this 
money to other localities where it can 
be profitably employed until the eco- 
nomic wave, sweeping across the country, 
reverses the situation, when the money 





barriers 
CRASH! 


—for 90c 


Barriers of time, distance, in- 
accessibility, separate sales- 


men from their prospects. 
But business can crash through those bar- 
riers with Long Distance telephone service. 

It works! Says the Norge Corporation, reporting a 
typical instance, “One country-wide drive, which was 
conducted largely by Long Distance, resulted in the sale 
of five trainloads of refrigerators, valued at $1,500,000.” 

Long Distance rates are low—for example, only 
90c from New York to Baltimore, 60c from Detwett to 
Cleveland,$1.25 from Chicago to St. Louis. For cae 
helpful information about telephone selling 
plans, just call your telephone Business Office. 

Charges listed above are for station to station, daytime calls. Evening and night rates are con- 


lower. Where the charge is 50c or more a federal tax applies as follows: 50c to 99c, 
tax 10c; $1.00 to $1.99, tax 15c ; $2.00 or more, tax 20c. 
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will flow back again to the locality from 
which it came. 


BONDS THE KEYSTONE OF THE SYSTEM 


The keystone of the Federal Home 
Loan Bank System is the sale of Federal 
Home Loan Bank bonds. In order that 
such bonds will sell, they must have the 
highest rating. If this is to be accom- 
plished, it is necessary that only those 
eligible institutions be admitted that are 
sound, solvent and well managed, and 
qualify to bear the label, “Member of 
the Federal Home Loan Bank System.” 

Examination of the condition of ap- 
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plying institutions is now in process in 
each of the twelve Federal Home Loan 
banks. A substantial number of institu- 
tions have already been admitted. Ad- 
vances to them are already being made. 
As rapidly as funds are placed in the 
hands of local institutions, there will be 
an improvement in the local mortgage 
situation. And then, as the system 
demonstrates itself, it will be found that 
there has been added to the financial 
structure of this country a chain that 
has welded together the home mortgage 
financing institutions for their common 
good, and for the good of the savers and 
home-owners of America. 


A Good Word for the Banks 


Credit Given to Banks That Have Weathered the Storm 


By JuLius KLEIN 


Assistant Secretary of Commerce 


its institutions, our banks, bankers 
and trust companies have revealed 
serious weaknesses under the stress and 
strain of these past three years. They, 
too, have been assailed by the relentless 
forces of an economic cataclysm that 
has destroyed political parties in many 
countries, that has broken down cur- 
rency systems throughout the world, that 
has forced some nations to abandon the 
gold standard in order to keep their 
banking systems going, that has well- 
nigh disrupted international relationships. 
This holocaust has ruined a large por- 
tion of world trade and destroyed a 
great portion of our own industry and 
commerce—and yet through it all the 
basic American banking structure as a 
whole has stood for the greater part as 
one of the mainstays of this nation’s 
financial edifice. 
It has developed faults and weak- 
nesses, but instead of meriting public dis- 
trust. and loose-tongued blame for every- 
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thing of an undesirable business or eco- 
nomic nature that happens, our standard 
banks and bankers who have come 
through this whirlwind of economic de- 
struction are entitled to the serious help, 
consideration and confidence of the 
whole nation. It is to the public in- 
terest that they be accorded more moral 
support. 

With all due and proper criticism of 
that proportion of unsound banks and 
bankers that were found wanting, there 
should certainly be the fullest credit to 
the great majority of the men who have . 
brought their banks and their customers 
safely through this storm. 

It is not difficult to envision what 
would have happened to the business 
situation of this country, to the jobs and 
the savings and the homes of every one 
in it had not the great majority of our 
bankers proved as courageous and re- 
solute as they have, had not their in- 
stitutions been as sound and well ad- 
ministered as they were. The strength, 
not the weakness of the banking struc- 
ture, is proved by the very fact that it 
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has been able to go on serving most of 
the requirements of the people even 
while its difficulties were immeasurably 
increased by the great number of sub- 
marginal banks which were failing— 
banks that should never have been al- 
lowed to add their weaknesses to the 
heavy enough burdens and responsibili- 
ties of good banking, which did not 
create those banks or the causes that 
ruined them. 


NEED FOR CONFIDENCE 


In all earnestness I say that one of the 
most serious demands of the times is a 
change of attitude of our people toward 
our banking structure. An _ inherent 
part of the fabric of sound banking is 
public confidence. By far the larger 
part of our bankers and our banking 
structure have proved that they are en- 
titled to the esteem and trust of their 
fellow men. Now that the weak ele- 
ments are being cleared out of the bank- 
ing field, even more than ever is public 
confidence in the banking structure not 


only justified but vitally necessary as a 
prime factor in general reconstruction. 

I bespeak now a changed attitude to- 
ward banking not so much for the sake 
of banking as for the good of the nation 
itself and the prospects of recovery. A 
sound banking structure is obviously es- 


sential to business rehabilitation. Con- 
structive, bona fide criticisms are always 
to be encouraged; there is room for them. 
But indiscriminate and reckless abuse of 
all banks and bankers will seriously im- 
pede the restoration of full public con- 
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fidence in our financial institutions. And 
confidence is the very essence of recon- 
struction. 

The failure of so many of the weaker 
banks has made it necessary for all of 
the others to maintain a higher degree of 
liquidity than they, as well as the public, 
would otherwise desire. It should be 
recognized that banks are more interested 
than any one else in having their funds 
at work to the highest possible extent. 
Everyone ought to know that banking 
profits are made from turning over funds 
and not from keeping them in vaults or 
in U. S. Government obligations on 
many of which the yield is extremely 
low. 


FEDERAL DEBT 


Reference to U. S. Government ob- 
ligations calls to mind another heavy 
burden which the banks of this country 
have had to bear during this depression 
—that of absorbing a large part of the 
securities issued to finance the extraordi- 
nary deficits in the Federal budget dur- 
ing the last three years. Since January 
1, 1930, the Federal debt has increased 
$4,775,000,000. Much of this increase 
has been absorbed by banks, not only 
because the short-dated treasury bills 
provide a desirable though unremunera- 
tive investment for institutions which 
desire to keep their position highly liquid 
but also because banks normally have a 
large investment in Government obliga- 
tions and therefore desire to have the 
credit of the Federal Government main- 
tained at the highest level. 
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FTER almost four years of a world- 
Av economic depression, charac- 
terized by an enormous contrac- 
tion of business and commerce; a pre- 
cipitous though uneven decline in price 
levels; dislocated foreign exchanges; cur- 
rency depreciation and instability in 
many countries; the erection of arbitrary 
trade barriers, and the dislocation of 
world markets, it is not surprising that 
there is much confusion of thought and 
a general bewilderment as to the most 
effective point at which these manifold 
difficulties are to be attacked. Nor is 
it to be wondered that many people, dis- 
satisfied at the slow progress made in 
re-establishing a foundation for recovery 
—though progress has been made—in- 
stead of recognizing the need of attack- 
ing the several basic problems one by 
one, seek through some general formula 
to remedy the universal malady even at 
the cost of sacrificing certain funda- 
mental principles, the disregard of which 
has inevitably brought increased disaster 
in the past. Under the stress of the 
times they seek to minimize, or fail to 
realize the vital importance of maintain- 
ing beyond question the credit of the 
Government, upon which in the final 
analysis our entire public and private 
credit structure depends, and of pre- 
serving at all costs the most valuable of 
national assets—a sound currency. 

In doing so they advocate the very 
policies which we so severely criticized 
when followed by other countries heav- 
ily beset with difficulties, and the disas- 
trous consequences of which as applied 
to others we saw with a clarity of vision 
which seems to be lacking in our own 
case. There is a great distinction be- 
tween viewing these problems objectively 
and coming to grips with them ourselves. 
But wise and cool-headed men will re- 
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tain their objective viewpoint and ap- 
ply to the conduct of their .own fiscal 
affairs that clear judgment they applied 
to the fiscal affairs of others. 

Visit those countries of Europe which, 
through force of circumstances rather 
than choice, experienced the panacea of 
inflation and you will find that they fear 
inflation more than any other economic 
phenomena. They know what it means 
for they have learned in the hard school 
of experience. 


RUINOUS EFFECTS OF CURRENCY 
DEPRECIATION 


We have had a sound currency for 
so long that we take the soundness of 
the money which we handle for granted, 
and it is difficult for us to picture the 
ruinous effects of currency depreciation. 
Whereas our purchases and sales, in fact, 
all of our daily reckonings, have been 
expressed in terms of a definite standard 
—a fixed quantity of gold—these means 
of daily transactions would, if the infla- 
tion were violent enough to force us off 
the gold standard, have to be conducted 
on the basis of a dollar of doubtful, 
everchanging and everdeclining value. 
We cannot adequately picture the disas- 
trous and paralyzing effect on the 
economic life of the nation which would 
result from the necessity of carrying out 
the simplest and the most complicated 
business and financial transactions in the 
terms of a monetary unit of doubtful 
and shifting value. 

For the first time in almost half 
a century our nation is called upon to 
face the fundamental problems involved 
in the maintenance of the national credit 
and of a sound currency. I except the 
war-time period when, under totally dif- 
ferent circumstances, we faced financial 
problems of the first importance. 

There are two main groups of pro- 
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posals seeking a short-cut out of the de- 
pression by means of governmental ac- 
tion, in contrast with what, for want of 
a better name, I may call an orthodox or 
semi-orthodox program. These two 
groups are by no means distinct and 
separate. They tend to overlap and both 
would probably reach the same terminal, 
though by different routes. 


INFLATION BY DEFICITS 


The first group would bring about in- 
flation by the piling up of large govern- 
mental deficits that cannot be met 
through normal borrowing operations, of 
which proposals for a huge public works 
program is an example; the second, by 
partial or complete debasement of the 
currency. Under the first program the 
Government must inevitably resort to the 
central banks of issue. They, not acting 
on their own volition but the Govern- 
ment compulsion, are driven to provide 
the basis for a credit increase. Such a 
procedure was resorted to during the 
war. In fact, many of our agricultural 
troubles today are directly traceable to 
this war-time inflation of prices of agri- 
cultural products and land. The best 
example, however, is furnished by the 
course of events in France after the war. 
The French government, faced with re- 
curring deficits, turned to the Bank of 
France for funds. The government gave 
its promissory notes to the bank. The 
bank, in turn, gave bank notes to the 
government. The currency was paid out 
by the government to meet current ex- 
penditures. The procedure reduced the 
value of the franc from nineteen cents 
to two cents, and complete collapse of 
the monetary system was threatened be- 
fore the inflation was brought under 
control. 


ISSUING OF FIAT DOLLARS 


Under the second and more powerful 
method of inflation, the United States 
Government would issue a paper dollar 
which would have no value except for 
the say-so of the Government. It will 
be urged, of course, that the promise of 
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the United States Government is worth 
a great deal. It is under ordinary cir- 
cumstances and when the Government 
conducts its business with prudence and 
in accordance with the dictates of sound 
financial policy. But, if the Government 
of the United States should undertake 
to print and pass out “say so” money, it 
would at once destroy confidence in all 
United States currency. 

The people know that greenbacks de- 
preciated to 35 per cent. of their face 
value. They know that the “say so” 
marks printed by the German govern- 
ment depreciated from a value of 
twenty-four cents to zero. They know 


that once the United States embarks on 
this course United States currency is 
going at once to depreciate in value. 


RUINOUS RESULTS OF INFLATION 


What would happen? It should be 
recognized that the bad effects of such 
currency issues would be immediate and 
would occur even if the issues were mod- 
erate in amount, but in order to have an 
effect on prices the issues would have to 
be of very large dimensions. So long as 
our currency were redeemable in gold 
every holder of currency, every one with 
a bank balance, every foreigner with 
balances in this country, or American 
securities, would at once convert them 
into gold. In a very short while our gold 
stock would approach exhaustion. We 
would be obliged to suspend gold pay- 
ment. We would then find ourselves on 
an irredeemable paper currency basis, 
with currency that, as the vicious spiral 
of inflation circled upward, would con- 
stantly decrease in value. 

The first effect would be to enor: 
mously diminish the value of all savings. 
Every man or woman whose savings 
were deposited in savings banks, or 
which took the form of insurance poli- 
cies, or are represented by investments 
in bonds or mortgages, other than those 
payable in gold, would find their savings 
and their income from those savings cor’ 
respondingly reduced. 

Prices and the cost of living would 
rise very rapidly. 
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While wages and salaries would also 
rise, they would lag behind so that 
though business would in the early 
stages be stimulated, and to that extent 
unemployment relieved, the wage earn- 
ing and salaried classes would find them- 
selves involved in a situation from which 
there would be no escape, with their 
real wages and standards of living fall- 
ing steadily. Production, stimulated by 
tising prices, would increase rapidly. 
But with the decreased purchasing power 
of the fixed income and of the wage 
earning classes there would soon develop 
a serious maladjustment which would 
eventually result in collapse. 


APPARENT GAIN TO FARMERS DECEPTIVE 


The farmer would appear, in the first 
instance, to be the gainer. If his mort- 
gage were not payable in gold, he could 
pay it off in cheap currency. Rising 
Prices would be reflected in what he re- 
ceived for his products. But the rise in 
the prices of what he must buy would 
soon offset the gains. Furthermore, as 
the values of farm land rose through the 


process of inflation, new debts would be 
incurred at the higher levels, and when 
the final crash came he would find him- 
self worse off than ever, with a much 
heavier burden of debt and his markets 
destroyed. While inflation at some 
stages in the process and at some points 
appears to correct some of the evils 
arising during a period of deflation, the 
one outstanding characteristic of the 
movement is that once started it soon 
becomes completely out of control and 
pursues an irresistible course until it 
collapses. 

All experience teaches that, whatever 
the earlier appearance may be, all classes 
are ultimately adversely affected by the 
process of inflation, and eventually it 
results in ruin to the economic life of a 
nation and brings terrible disaster to all 
of its people. 

While I believe that increases in com- 
modity prices over prevailing depression 
levels would be clearly desirable, any at- 
tempt to lift prices through currency 
manipulation is based on an utterly false 
conception of the problem which is pre- 
sented by declining commodity prices. 
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Imperial Bank of India 


By K. C. KaTaria 


[ee Imperial Bank of India was 


founded in 1921 under the Im- 

perial Bank Act of 1920 as the 
result of the amalgamation of the three 
Presidency banks—the Bank of Bengal, 
the Bank of Bombay and the Bank of 
Madras. The capital of the bank is 
Rs. 112,500,000, divided into shares of 
Rs. 500 each. The liability of the share- 
holders is limited to the amount not 
fully paid on their shares. The paid-up 
capital and reserve of the bank is Rs. 
56,250,000 and Rs. 51,500,000, respec- 
tively. The fully paid-up shares of Rs. 
500 each and the contributory shares on 
which Rs. 125 is paid up were quoted 
at Rs. 1630 and Rs. 418, respectively, 
on July 21, 1926. But in 1930, due to 
the trade depression, the dividend was 
brought down from 16 per cent. to 12 
per cent. and the present value ‘of the 


shares is Rs. 1210 and Rs. 303, respec- 
tively (Commerce, Calcutta, December 
24, 1932). 

The bank has local head offices at Cal- 


cutta, Bombay and Madras. It has also 
a branch in London, but is not allowed 
to do any exchange business. 


GENERAL SUPERVISION OF THE BANK 


The general supervision of the affairs 
of the bank is entrusted to a central 
board of directors. The actual adminis- 
trative and executive work is carried 
on by two managing governors who are 
appointed by the Governor General in 
Council after consideration of the recom- 
mendation of the central board. The 
managing governors hold offices for such 
period as the Governor General in 
Council may direct. 

The business of the territories admin- 
istered by the three centers, Calcutta, 
Bombay and Madras, is carried on by 
the respective boards, which are elected 
by the bank's shareholders. The local 
boards work under the central board so 
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far as general policy and directions are 
concerned. The executive and admin- 
istrative work of each center is entrusted 
to one secretary and treasurer. 

The central board is composed of six- 
teen members called governors, as fol- 
lows: 

(a) Six presidents and vice-presi- 
dents of the three local boards. They 
are generally representatives of the 
shareholders. 

(b) Four nominees of the Governor 
General in Council who hold offices for 
one year but may be renominated. 

(c) Two managing governors. 

(d) Three secretaries of local boards. 

(e) The Controller of Currency or 
such other person as may be nominated 
by the Governor General in Council. 

N. B. Governors in (d) and (e) are 
not entitled to vote. 


PUBLIC DEPOSITS 


The Imperial Bank enjoys the monop- 
oly of government banking business and 
deposits of government funds. But: the 
Governor General in Council has power 
to issue instructions to the bank in re- 
spect of any matter which in his opinion 
vitally affects his financial policy or the 
safety of government balances. In the 
event of the bank’s disregarding such 
instructions, he has the right forthwith 
to terminate the agreement regarding 
government banking business. The 
Governor General in Council has also 
powers to prescribe any special audit or 
examination of the bank’s affairs when: 
ever he may deem it necessary. 


SCOPE OF THE BANK’S BUSINESS 


The scope of business of the bank is 
much restricted. It cannot make any 
loan for a longer period than six months. 
It is prohibited from advancing upon 
the security of its shares or stock. The 
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amount which may be advanced to any 
individual or partnership is also limited. 
Discounts cannot be made upon personal 
securities unless they carry with them 
the responsibilities of at least two per- 
sons of firms unconnected with each 
other in general partnership. It cannot 
grant unsecured overdrafts in excess of 
Rs. 100,000. It can neither borrow with- 
out security nor accept deposits outside 
India. In fact, it cannot do any busi- 
ness beyond India, Burma and Ceylon. 
The London branch can do business of 
only a special kind and is more or less 
an agent for the government. It can 
open accounts of only those persons who 
have been its constituents in India. 


ACHIEVEMENTS OF THE BANK 


During its working of the last eleven 
years the bank has achieved remarkable 
results in many directions. First of all 
it has popularized the banking business. 
By opening branches inthe interior parts 
of the country it has inspired confidence 
among the people and has gradually in- 
culcated banking habits among them. It 
has helped the cause of agriculture also 
by opening a large number of pay offices 
in the grain districts of Punjab and 
United Province. 

The Imperial Bank has also rendered 
excellent service to the Indian money 
market. Before amalgamation there was 
a great difference in Bombay, Calcutta 
and Madras money market rates. It has 
brought to a level not only these but 
has also systematized the native market 
rate to a great extent. It has lessened 
the sharp fluctuations in the money mar- 
ket throughout the year by the seasonal 
expansion of emergency paper currency. 

Formerly the Indians served only as 
clerks in banks with European manage- 
ment. Only matriculates were taken in. 
There was no scope for graduates in 
banking. The Imperial Bank has revo- 
lutionized this system also. It has re- 
cruited many Indian graduates. Large 
numbers of Indians are now serving as 
agents and accountants. In other words, 
it has created a new career for the edu- 
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cated Indians and has relieved other 
overcrowded professions to a certain ex- 
tent. It gives preference to those Indian 
employes who pass the examination of 
the Institute of Bankers, London. By 
doing so it is improving the banking 
standard of our country. 

Through its India-wide branches and 
free transfer of funds from one treasury 
to another it has reduced the rate of ex- 
change. Merchants and traders are 
making increasing use of this service of 
the bank. 

The government of India has also 
gained a great deal by the working of 
the Imperial Bank. Millions of its 
rupees used to remain locked up in the 
business season. Now they help to ease 
the market. In other words, the bank 
has transformed these immense sums of 
money from warehouse stock to an active 
banking power. The bank receives all 
collections from the general public for 
credit to government and places funds 
at the disposal of government whenever 
and wherever required. 

The bank has also improved the ad- 
ministration of the public debt. Through 
its hundreds of branches it has popu- 
larized the government securities among 
small investors so that the average in- 
vestor of interior India buys more gov- 
ernment securities than before. 


AS A CENTRAL BANK 


The bank is performing some of the 
functions of a central bank also. It is 
managing the clearing-houses, of which 
at present there are eleven in India. 
They all conduct their operations in the 
premises of the bank, the bank supply- 
ing the necessary supervising staff. 

Most of the leading banks in India 
keep their accounts with the Imperial 
Bank. Of course there is no statutory 
obligation on these banks to do so, but 
they find it worth while to keep their 
balances with the Imperial Bank. It 
helps them to realize their government 
checks with ease. They also send their 
collection business of those places only 
where the Imperial Bank has its branches. 





= uniformity of law, 
of regulation or of opportunity 
can produce sameness of pattern 
in character. 


Banks differ not in their desire to 
serve their clients well, but in 
their ability to do so. 


An unbroken record of experi- 


ence for one hundred and thirty 
years assures to our correspond- 
ents the best in service, security, 
and attention to every banking 
need. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Investment Restrictions in Glass Bill 


By Francis H. Sisson 
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O forward-looking banker could 
N oppose banking reforms that 

would assure better credit ac- 
commodations to sound business enter- 
prises and at the same time bring a 
greater measure of safety to the funds 
that have been entrusted to his institu- 
tion by depositors. 

While proposed legislation now before 
Congress provides for some constructive 
regulations, it also includes a measure 
that is both novel and highly experi- 
mental Even many well-informed 
bankers fail to realize that the bill re- 
ferred to now pending in Congress, be- 
sides abolishing security affiliates of Fed- 
eral Reserve members within five years, 
would immediately prohibit these banks, 
both state and national, from underwrit- 
ing and purchasing securities for resale 
through their bond departments. If the 
bill should pass, no longer could any 
commercial member bank participate in 
any bond issue, except certain Govern- 
ment obligations, unless these securities 
were being purchased for its own ac- 
count. American bankers and business 
men are now faced with the question: 
Are long-term and short-term financing, 
as inseparable as they have been through- 
out banking history, to be arbitrarily de- 
prived of their natural relationship by 
legislation; and, if so, is there any real 
advantage to the public in taking this 
branch of investment away from those 
economically and traditionally best fitted 
to conduct it and turning it over to in- 
dependent and unregulated houses? 

Among the many weighty problems 
that face our savings banks at this time, 
there can be none more important than 
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the future of the high-grade security 
market and the quality of the securities 
going into savings bank portfolios. The 
effect of the proposed banking reform is 
to renounce investment banking, rather 
than regulate it. It would destroy a 
substantial part of our bond-distributing 
machinery, thus diminishing probably the 
marketability of the securities held by 
savings banks. Can anyone expect that 
a step of this kind will improve the 
quality of our long-term investments 
and safeguard the investors’ interests? 
Apparently the intent is to make an ex- 
ception in the case of municipal, state 
and United States Government obliga- 
tions, although the bill on this point is 
not perfectly clear. If so, we have a 
further anomaly that our great system 
of commercial banks will be allowed to 
compete for these classes of bonds and 
encourage the creation of public debt 
in which politicians are interested; 
whereas, they will not be able to in- 
terest themselves in the highest grade 
railroad or public utility issues that sav- 
ings banks regularly include in their 
portfolio. 


RELATIONS OF SHORT-TERM AND LONG- 
TERM FINANCING 


The serving of the long-term capital 
market is by its very nature intimately 
related with the short-term capital mar- 
ket, and it seems to me highly unwise 
and dangerous to try to divorce them by 


legislative fiat. Surely we should be able 
to impose a code of regulations on this 
field of banking in the same way as with 
short-term banking. . We should attempt 
to cure the abuses that have existed 
rather than suppress a function obviously 
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legitimate in itself. For my part, I 
should like to see the savings banks and 
insurance companies, which are so vitally 
interested in the soundness of the long- 
term capital market, make themselves 
heard in opposition to these provisions 
of the banking bill before Congress. Too 
many people today feel that the organi- 
zation of the long-term capital market is 
of interest only to a few bankers. As 
you well know, every depositor in a sav- 
ings bank and every holder or beneficiary 
of an insurance policy has, whether he 
knows it or not, direct, live interest in 
the quality of our high-grade securities. 
The provisions of the pending banking 
bill, as they relate to these securities, far 
from safeguarding the people’s interests, 
in my opinion, expose them to greater 
dangers. 

There is no large banking system in 
the world in which the natural and 
spontaneous relationship between com- 
mercial banking and the long-term cap- 
ital market does not exist, for the com- 
plex and intricate system directing the 
flow of capital funds makes it difficult to 
segregate effectively one from the other. 
Frequently commercial banks are called 
upon to accommodate industries, as well 
as governments, by investing some of 
their deposits in short-term notes that are 
to be redeemed from the proceeds of sub- 
sequent bond issues. When these bonds 
are ultimately marketed, banks often ad- 
vance funds to the individual purchasers 
and accept the bonds as collateral. What 
possibly could be more natural, logical 


and inevitable than for these same banks 
to participate in the creation, under- 
writing and distribution of these securi- 
ties. The high-powered and complex 
economic structure of this nation is 
largely kept in balance by the free, un- 
interrupted interchange of long and 
short-term capital. 


PAST ABUSES NOT CONFINED TO BANKING 


Every banker is fully aware of the 
abuses in investment banking that were 
fostered during the prosperous decade 
ending in 1930, but these abuses were 
typical of the entire economic organism 
and were in no manner peculiar to bank- 
ing alone. The post-war boom and ac- 
companying business expansion required 
financing; and the public exhibited an 
almost insatiable desire to purchase the 
long-term obligations of the “new eco- 
nomic era,” as a large part of the public 
believed it to be. Elaborate studies re- 
cently tend to show that the market de- 
preciation. and defaults affecting bonds 
that were originated by American banks 
and their afhliates were less than the 
average. 

Very harsh criticism has come from 
some quarters to the effect that it has 
been the practice of trust companies 
with security affiliates to facilitate the 
disposal of the affiliates’ securities by 
distributing them among the trusts ad- 
ministered by these banks. This charge 
is untrue and grossly unjust. Under no 
conditions does a properly managed trust 
company resort to such violation of faith. 
It is also frequently stated that the main- 
tenance of an affiliate greatly weakens 
the stability and the soundness of the 
parent company, but there are no avail: 
able records indicating that any affiliate 
of importance has caused the failure of 
its bank. The failure of the Bank of 
United States has been cited as an ex’ 
ample to the contrary; but the closing of 
this institution was surrounded by ex’ 
traordinary circumstances not related in 
any degree to the activities of a bona fide 
security afhliate. 

There are exceptional instances where 
banks have loaned injudiciously to se 
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curity affiliates, where afhliates have in- 
dulged unwisely in stock market trans- 
actions, or where operations in the stock 
of the parent company have been con- 
ducted; but these few cases hardly con- 
stitute sufficient reason to condemn, and 
attempt to eliminate, the entire field of 
investment banking. Affiliates have been 
operating largely without any Govern- 
ment supervision whatever; and the fact 
that a few of them may have entered 
into such unethical practices as the fore- 
going suggests, not that the entire sys- 
tem of investment banking is economi- 
cally unsound, but that the more rep- 
utable institutions may better, and with 
more public confidence, carry on this 
legitimate economic function under a 
network of Government regulations that 


vould prohibit careless or unscrupulous 
activities by a few individuals. 

Such regulation could provide for 
periodic reports and examinations and 
for limitations in the amount of the 
parent bank’s loans to, and investment 
in, its security afhliates. It seems only 
reasonable that, inasmuch as investment 
banking has grown up in response to the 
needs of our economic, industrial and 
social structure, it would be folly indeed 
to renounce it by sweeping, depression- 
inspired, reform legislation. If invest- 
ment banking in some of its phases has 
not been infallible in the past, it should 
be regulated; but nothing is to be gained 
by wrecking so vital a part of our eco- 
nomic machinery. 


Suggestions for the Relief of the Mortgage 
Situation in New York City 


By RicHarpD M. Hurp 
President, Lawyers Mortgage Company, New York 


give to borrowers is a heavy cut in 

the interest rate. In all other fields 
of finance and investment interest rates 
have dropped to the lowest figures of all 
times, 1/4, per cent. is paid on bank de- 
posits, short-time Government notes sell 
even on a lower basis, bankers’ accept- 
ances for a fraction of 1 per cent., New 
York state bonds at 1 per cent., short- 
time Westchester bonds at 1.4 per cent., 


———— 


Te vital help which lenders can 


Extract from a recent address. 


etc. In other words, practically all in- 
terest rates have been brought down to 
the modern basis except mortgage in- 
terest rates. New York has been so long 
on a boom level of interest rates that it 
has forgotten that twenty-five years ago 
4 per cent. was the standard rate for a 
sound mortgage as against 6 per cent. in 
recent years. It was due to the bidding 
for capital, during 1928 and 1929, by 
frenzied speculators on the Stock Ex- 
change, running up to 20 per cent. for 
call loans, that owners of real estate in 
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New York had to pay 6 per cent. for 
five-year loans so that this rate became 
firmly established. The savings banks 
have been the leaders in New York in 
fair treatment to borrowers, easing the 
drop in rentals by concessions in interest 
rates. Savings banking is the highest 
type of banking, because it is the most 
unselfish, savings banks having no cap: 
ital stock upon which dividends must be 
paid, and because it safeguards the small 
sums, entrusted to it by millions of 
people, who are themselves helpless in 
the matter of investments. 

The great majority of intelligent 
lenders, both corporate and individual, 
have already in many cases put into 
practice the policy, where interest and 
taxes are not earned, of reducing in- 
terest rates. They have not yet, how- 
ever, adopted the policy of applying in- 
terest reductions to mortgages where the 
properties are earning and paying higher 
rates of interest. 

Hence the crux of the problem before 
us is why should lenders reduce rates 


where properties are earning the present 


high interest rates? The reasons might 
be stated as follows: 

1. Because many properties, now 
earning 6 per cent., may under the com- 
petition of weak or foreclosed proper- 
ties, suffer a drop in net income, which 
will not be apparent to the lender until 
the owner milks the property for six 
months and then either offers a deed or 
an assignment of rents with arrearages. 

2. Because, if general interest rates 
go on a lower basis, both the net income 
is larger and the capitalization rate 
lower, so that values are higher, courage 
returns and owners, many of whom own 
more than one property, will apply ex- 
cess earnings on the better properties to 
interest and taxes on the poorer ones, to 
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the great strengthening of the whole 
mortgage structure. 

3. Because large lenders, acting vir- 
tually as trustees for vast sums of money 
belonging to other people, should look 
beyond a single loan or a few loans, and 
should base their policies on a broad 
view, upon what is for the best interest 
of the entire community, since we are all 
interlocked and interwoven in our busi- 
ness and social relations and what is good 
for the city as a whole is good for every 
mortgage lender. Such a policy would 
apply of course to all mortgages, whether 
past due or not yet due, the aim being 
stimulus to the entire city, and the 
avoidance of the wiping out of mortgage 
borrowers by mortgage lenders with dis-’ 
astrous results to both. 

Broadly viewed the policy suggested 
above is an invitation to mortgage lend- 
ers to co-operate with real estate owners, 
sacrificing a part of their interest charge 
in order to re-establish the equilibrium 
between rentals received and charges 
against the property, which it is highly 
important to preserve. Property owners 
have made a gallant fight during three 
years of falling rents, but the length and 
depth of the depression have been such 
that with no other help in sight lower 
interest rates are necessary to maintain 
the mortgage structure. 

In conclusion, depressions do not last 
forever, and the present one will be no 
exception. New York has been in ex’ 
istence several hundred years, bases its 
strength upon every known economic 
and social factor, is the greatest aggrega- 
tion of human beings ever known on 
the surface of the globe, and it is go- 
ing to continue to grow. Some day 
rents and values will rebound, but this 
may be some time off and help is needed 
now. 
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It was true then, and it’s true now . .. . In 1929 it was said: 


“GAS, a Century-Old Industry, has a 
larger market Now than ever before’’ 


Gas has demonstrated its adaptability 
to new uses for more than 100 years. Busi- 
ness conditions have not changed the out- 
look in this industry, because gas supplies 
heat, a necessity wherever people live 
and work. 


Associated Homes Turn to Gas 


More than 2,000 customers served by the 
Associated System have installed gas house 
heating since 1929. More than 9,000 
bought automatic gas water heaters during 
the same period. 


Associated Gas & Electric System 


YET TODAY... 


Only 1 out of 170 Associated gas cus- 
tomers has a gas house heater. 


Only 1 out of 10 has an automatic gas 
water heater. 


The average gas customer doubles his use 
when he adds an automatic gas water 
heater, and multiplies it tenfold when he 
installs gas house heating. These facts 
point to a market, larger than ever, for 
Associated gas services. For information 
about facilities, service, rates, write 


61 Broadway {aan 
New York ere 


How a City Proceeded to Get Its Financial 
House in Order 


UR national Government in 
() 1929 had a taxable income of 

over four billion dollars. Since 
1930 it became apparent that the na- 
tion’s income was very rapidly diminish- 
ing and the President of the United 
States has been asking Congress for re- 
ductions in expenditures in order to meet 
the situation. 

The cost of government, Federal, state 
and local, in the country in 1913 was 
$3,000,000,000 and in 1929 $13,000,- 
000,000, and estimated in 1932 to be 
$15,000,000,000. The majority of people 
do not desire this increase but can find 
no way to voice their protests. This is 
where such organizations as the National 
Economy League are proving of such 


From an address of James Jackson, Chair- 
man, State Finance Committee of Fall River, 


Mass., before the Eastern Regional Savings 
Conference. 


invaluable assistance. This is no time 
for selfish interests to push their cause; 
the interest of all the people collectively 
must alone be considered. Consider 
carefully the causes for these increases 
and I think you will find they are ex- 
penditures created by the demands of 
the organized minority. 

You may properly ask how are these 
expenditures to be cut. To generalize 
let us throw the bureaucratic aristocracy 
out of Washington. Let us apply the 
same business methods in the conduct of 
government that you do in the conduct 
of your banks. In order to be specific, 
I have been asked to speak.to you in 
reference to the work of the state ap- 
pointed board in the City of Fall River, 
Mass. The City of Fall River is chiefly 
a textile center, and the textile industry 
in New England has suffered greatly. 
The depression actually started there in 
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1925. In 1931 Fall River found itself 
unable to meet its obligations and a com- 
mission with absolute financial but not 
administrative powers was appointed by 
the state to see if it could not assist the 
city in straightening out its affairs. 


SOURCE OF THE CITY'S TROUBLES 


A brief statement of what brought 
about the city’s financial troubles may be 
helpful. 

1. Failure to keep expenditures 
within a collectible income, resulting in 
increases from 1917 to 1926 as follows: 
Valuations from $110,000,000 to $214,- 
000,000; tax rate from $24.70 to $29.80, 
and net general debt from $4,761,000 to 
$10,269,000. 

2. Failure to reduce with sufficient 
timeliness, assessed valuations propor- 
tionately to the tremendous shrinkage in 
true valuations, and. commensurately 
with the economic depression, resulting 
finally in following valuations: 1926, 
$214,000,000; 1930, $149,000,000; 1931, 
$123,000,000; 1932, $112,000,000. 
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3. Failure to make sufficient pro 
vision for overlay which meade necessary 
much reborrowing of anticipation notes 
to meet past deficits. 

Increases in public relief and in debt 
service and decreases in valuation have 
more than offsct all the economies that 
could be effected to date. Had it not 
been for these changes the 1932 tax rate 
would have been $34.40 instead of 
$43.70; and had it not been for the re- 
ductions effected by the board the rate 
would have been $58.00. 

In other words, while there had been 
extravagance, the main difficulty was the 
failure to keep expenditures within a 
collectible income, or the failure to esti- 
mate collectible income correctly over a 
considerable number of years. This pro- 
duced a situation which made a finance 
commission absolutely necessary. 

A study of how a dollar is now sp:nt 
may be of interest in showing how diffi- 
cult it will be to further meet lowering 
incomes: 

Of every dollar, 30 per cent. goes to 
service on debt; 23.33 per cent. goes to 
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public relief; 20 per cent. goes to schools; 
13.33 per cent. goes to fire and police; 
and 13.33 per cent. goes to all other. 
Total, 99.99 per cent. 

General expense items which are un- 
controllable, or difficult of control, now 
comprise 57 per cent. of total appropria- 
tions, leaving only 6! per cent. for 
controllable general expense and 361, 
per cent. for salaries, which in 1930 
amounted to 49 per cent. of the whole. 
Total salary reductions alone were $1,- 
230,000. The school budget, 80 per 
cent. of which is salaries, has been re- 
duced from nearly $1,900,000 to $1,- 
180,000, or a reduction of 35 per cent. 

In Massachusetts (and while I do not 
know the actual figures, they are some- 
what the same proportion throughout 
the country) the cost of education from 
1913 to 1930 has increased 250 per cent. 
while our population has increased 27 
per cent. Has this increase been justi- 
fied? Dr. Butler of Columbia University 
(if I properly interpret his annual re- 
port) stated that secondary education 
was not a great success. I think a 
thorough investigation of our whole sys- 
tem of education would be warranted. 

In Fall River we were able to reduce 
the school budget by a 20 per cent. re- 
duction in salaries; we dispensed with 
the services of some 140 teachers by in- 
creasing the teacher load from 28 to 
about 38; by raising the entrance age 
from five and one-half years to six years 
which closed the kindergartens, and by 
closing the night schools. We also 
eliminated some janitors. I believe that 
the economies effected thus far have not 
been detrimental to the child. A fur- 
ther study might readily show that our 
expenses could be materially reduced 
through some simple changes in the cur- 


riculum. This also without detriment to 
the child. 


OTHER ECONOMIES 


Branch libraries have been closed. 
Some department heads were eliminated 
by consolidating several departments un- 
der a commissioner of public works at a 
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saving of $11,000 a year. A few police- 
men and firemen have been dropped 
from the rolls and more modern methods 
have increased the efficiency and econ- 
omy in operation of these departments. 

The health situation of the city has 
been very carefully surveyed by an out- 
side medical group and we have been 
able to cut the cost of our health service, 
including hospitals, about 40 per cent.; 
medical attention has increased and the 
needy poor are getting better attention 
than ever before. 

These studies could not have been 
made by the finance board so that board 
secuted the services of outside groups 
unbiased by local feeling to survey these 
different local problems and every sur- 
vey that has been made has proved that 
economies could be effected and efficiency 
increased. 

In the conduct of your banks, you 
obtain men outside of your banks for 
the purpose of audits or for a review of 
your assets and in my judgment the 
same should be done in all departments 
of municipal affairs. 

Government authorities are greatly 
hampered in their inability to apply 
business methods under civil service. 
Civil service as at present administered 
prevents the discharge of inefficient em- 
ployes and makes you take employes on 
by seniority rule regardless of their fit- 
ness for any particular job. All civil 
service in my judgment could well be 
suspended pending the return of a more 
prosperous period. 


STUDY OF PUBLIC WELFARE ACTIVITIES 


One great problem caused by these 
times which has placed a tremendous 
burden on all municipalities is the prob- 


lem of public welfare. A study of pub- 
lic aid is a study which has only just 
begun. It is my belief that in nearly 
every city it is being handled extrava- 
gantly and wastefully. Groups of de- 
pendents are being created and numbers 
are refusing to go to work because they 
prefer the easier care provided by public 
charity. Unless this question is properly 
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and scientifically handled we shall have 
a situation the equal of, or worse than, 
the dole in England. It is urged that 
others who are studying these problems 
make public their findings so that all 
may profit thereby. 

So the public welfare has been studied 
to see whether the proper type of aid 
was being rendered and at the proper 
cost. Methods were studied in various 
parts of the country, with the final adop- 
tion, last September, of a system based 
on that adopted in Tulsa, Oklahoma, as 
well as in Canton, Ohio, and many 
other places—that is, supplying provi- 
sions to public welfare recipients 
through commissaries or food stations. 
Food costs are about ten cents a day per 
person plus two cents for milk (fur- 
nished to invalids and all children under 
twelve) and an adequate supply of good 
food with ample nutritional value is 
provided at a saving of about 30 per 
cent. over the former method. 

Formerly grocery orders were given 
out and it was found that considerable 


quantities of these were going for alco- 
hol, gasoline, tobacco, pickles, jams and 
other things that did not contain much 


nourishment for the children. There is 
no doubt that our present method of 
distribution has bien of enormous bene- 
fit to the recipients and that their health 
has been improved. 

The problem of paying public welfare 
rentals is now a live issue and it is un- 
doubtedly an equitable claim that no 
landlord should be exvected to pay taxes 
and also provide free quarters for those 
to whom the city is sbligated for both 
food and shelter. 

Time does not permit me to go into 
further detail. This is merely to prove 
that where there is a will there is a way, 
and in Fall River it is not evident that 
a single essential thing has been taken 
from its citizens. It must be recognized 
that the city’s income is still falling. 
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Valuations will drop still lower, and we 
have arrived at a point where we must 
study what further activities can be 
climinated without detriment to the. citi- 
zenship. 

These conclusions regarding Fall 
River are true, in my judgment, of all 
other communities, and recognition of 
this fact by government officials today 
is imperative. However, Fall River has 
stoically met the situation that has con- 
fronted them, and I believe more thor- 
oughly than any other community; and 
as soon as the tide turns in this depres- 
sion it will return to its normal status 
more quickly and in a healthier condi- 
tion. 

I know of no community that has 
lowered the salaries of its employes more 
than Fall River, where a general reduc- 
tion of 20 per cent. was put into effect. 
There has been much argument as to 
the justification of this action but in my 
way of thinking, there is no reason why 
municipal employes should be considered 
a favored class. The income of the 
average individual has shrunk at least 
50 per cent. Is there any possible jus- 
tification for maintaining municipal em- 
ployes on a higher wage scale? J believe 
that government employes throughout 
the country, from Federal Government 
down, should assume their share of the 
burden, especially in view of the fact 
that living costs, by all measures that I 
have seen, have dropped at least 30 to 
40 per cent. in the last two years 

May I repeat that the fact remains 
that government expenditures—as has 
been shown in Fall River—can be 
greatly curtailed. It can be done only 
if the will of the people expresses itself 
to that end. As bankers are leaders in 
their communities, they have the respon: 
sibility of taking an active part not only 
for the selfish reason of protecting their 
investments but for the general good of 
the community. 
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A MONTHLY REVIEW OF IMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


BANK LIABLE IN PAYING 
GUARDIAN’S CHECKS 


Bacon v. Wright, Court of Civil Ap- 
peals of Texas, 52 S. Rep. 
(2d) 1111 


a guardian against funds on de- 

posit with the bank to pay over- 
drafts owing personally from the guard- 
ian to the bank, can be compelled to 
make the amount good. 

W. C. Wright was appointed guard- 
ian of his two stepchildren. Upon his 
death his widow, Mrs. Fereby Wright, 
mother of the children, was appointed 
guardian. While Wright was acting as 
guardian his account as guardian was 
kept in the First National Bank of Cran- 
dall. He had three personal accounts in 
the same bank. After his death it was 
discovered that he had dissipated the 
funds which he held as guardian by 
drawing checks against them and de- 
livering the checks to the bank to cover 
overdrafts against his personal account. 
Mrs. Wright then brought this action 
against the sureties on her deceased hus- 
band’s bond and they, in turn, brought 
in the First National Bank as a party 
defendant, claiming that if they were 
liable to the wards they were entitled to 
be subrogated to the rights of the wards 
against the bank which had participated 
in the guardian’s misappropriation. The 
court held that they were right in this 
contention. 


A BANK which pays checks drawn by 


OPINION OF THE COURT IN PART 


When the bank, with full knowledge 
of all the facts, participated with W. S. 
Wright in the misapplication of the 
money representing the sale of the land 
of the minors, it rendered itself liable to 
the minors for any money lost by reason 
of such misapplication. Likewise, when 
appellants, as sureties on Wright's 
guardianship bond, are compelled to 


make good the default of Wright to the 
guardian of the minors, they are subro- 
gated, as a matter of law, to the rights 
of the minors against the bank. U. S. 
Fidelity & Guaranty Co. v. Adoue & 
Lobit, 104 Tex. 379, 137 S. W. 648, 138 
S. W. 383, 37 L. R. A. (N. S.) 409, 
Ann. Cas. 1914B, 667; Browne et al. v. 
Fidelity & Deposit Co. of Maryland, 98 
Tex. 55, 80 S. W. 593. 


DENIAL OF COMPENSATION TO 
EXECUTOR 


In re Taft’s Will, New York Surrogates’ 
Court, 260 N. Y. Supp. 294 


An executor who neglects for seven- 
teen years to sell property left by the 
decedent, as directed in the will, fails to 
set up a trust provided for in the will, 
keeps the funds of the estate in a com- 
mercial account and pays no income to 
the beneficiary, will be denied commis- 
sions. 

On motion for rehearing. Rehearing 
granted and motion for modification of 
former decision denied. 

For former opinion, see 259 N. Y. S. 
887, which modified 143 Misc. 387, 
256 N. Y. S. 732. 


OPINION OF THE COURT IN PART 


WINGATE, S.—In its last opinion 
in this accounting, 259 N. Y. S. 887, 
this court held that, by reason of the 
actions and derelictions of the account- 
ant, he should be denied commissions, 
and that the allowance of $250 then 
granted to his attorney should be deemed 
in full for all services to the estate to 
and including the entry of the final de- 
cree herein. 

The facts upon which this decision 
was based were that decedent died on 
March 1, 1915, leaving a will which di- 
rected the sale of his property, and that 
his estate be divided into six equal parts, 
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one of which was erected into a trust for 
a daughter for life, with remainder over. 
The present accountant qualified as ex- 
ecutor on May 28, 1915, and, although 
he sold the major portion of the prop- 
erty by January 15, 1917, with only a 
single asset remaining, and disposed of 
this last item on July 1, 1927, he never 
set up the trust for testator’s daughter 
during her lifetime, nor paid her one 
cent of income (she died on January 20, 
1931); during this entire period of 
seventeen years, he kept all of the funds 
of the estate in a commercial bank ac- 
count, substantially unproductive, and 
only proceeded with the settlement of his 
account after an order on a compulsory 
petition had been issued against him. 
The present application for reargu- 
ment is predicated on the feeling of the 
fiduciary that this court has exceeded 
the bounds of the discretion which it 
possesses in this denial of commissions 
and additional costs. Since this, if a 


fact, is a matter in which the court itself 
possesses infinitely greater interest than 


any individual litigant could possibly 
feel, an examination of the decisions of 
this state bearing upon the question is 
desirable. 

The basic charter of authority for 
denial of commissions to a fiduciary by 
a Surrogate’s Court is found In re 
Rutledge, 162 N. Y. 31, at page 34, 56 
mw. &. Si, 532, 47 1... o.. A TH me 
which the court says: “I do not know 
that there is any public policy involved 
in this matter and, yet, ic seems to me 
that a better policy is subserved by mak- 
ing the allowance of commissions to ex- 
ecutors and administrators to depend 
upon the faithful rendition of services 
by them and by giving such a construc- 
tion to the section of the Code in ques- 
tion, as will vest some discretion in the 
surrogate upon the subject.” . . . 

It is the opinion of the court that 
some, at least, of the misconception of 
the present executor, respecting the 
proper applicable law on this subject, is 
due to a failure to differentiate between 
conduct which would justify the court 
in removing him under section 99 of the 


Surrogate’s Court Act, and that which 
is necessary to permit a denial of com- 
missions. That a real distinction exists 
is recognized by all courts dealing with 
the question, and is stated with char- 
acteristic clarity by Surrogate Foley in 
Matter of Shenk’s Estate, 125 Misc. 
386, 211 N. Y. S. 514, which was an ap- 
plication for revocation of letters. The 
surrogate says at page 390 of 125 Misc., 
211 N. Y. S. 518: “The various decisions 
of the courts construing the sufficiency 
of the grounds for revocation or removal 
compel a conclusion that the charges are 
insufficient to justify revocation of the 
letters. While the statute appears to re- 
quire stronger grounds of misconduct to 
justify a removal, the actions of the re- 
spondents, if persisted in, may lead to 
the denial of commissions to. them upon 
an accounting. Any appearance of self- 
interest or disregard of their duties as 
executors should be avoided hereafter 
by them.” 

All courts have, on innumerable oc- 
casions, stressed the superlative degree 
of faithfulness demanded of an estate 
fiduciary in the conduct of the trust re- 
posed in him. While extraordinary 
business acumen and prophetic vision are 
not required, he owes a duty of uberrima 
fides. As has been said by the Court of 
Appeals (Meinhard v. Salmon, 249 N. 
Y. 458, 464, 164 N. E. 545, 546, 62 
A. L. R. 1) in discussing a related ques- 
tion: “Many forms of conduct permis: 
sible in a workaday world for those act- 
ing at arm’s length, are forbidden to 
those bound by fiduciary ties. A trustee 
is held to something stricter than the 
morals of the market place. Not honesty 
alone, but the punctilio of an honor the 
most sensitive, is then the standard of 
behavior. As to this there has de- 
veloped a tradition that is unbending 
and inveterate. Only thus has 
the level of conduct for fiduciaries been 
kept at a level higher than that trodden 
by the crowd. It will not consciously be 
lowered by any judgment of this court.” 

It would be difficult to overstate the 
moral responsibility of a testamentary 
fiduciary or the dependence necessarily 





ower ww vs % 


BANKING AND COMMERCIAL LAW 


placed by all concerned upon his dili- 
gence and good faith, particularly in 
estates of modest size. To him the 
testator looks for aid and protection 
of those left behind, when death termi- 
nates his personal power to care for 
them. Upon him rely the fatherless 
and the widow for such alleviation of 
the loss by inevitable accident as the 
just and proper distribution of the 
material resources of the departed can 
assure. So, whereas miracles may not 
be required at his hands, he can and 
should be held to an obligation to 
perform the duties to the living and 
the dead which he has voluntarily as- 
sumed, with “the punctilio of an honor 
the most sensitive.” In his own affairs, 
he may be diligent or dilatory as his 
humor suits, but in respect to his 
fiduciary ties he is held to something 
stricter than that which he might be 
inclined to exercise in matters which 
concern himself alone. 

In his argument, the executor at- 
tempts to exculpate himself for his delay 
of over a decade and a half by pointing 
out that it was always possible for the 
legatees to force him to perform his 
fiduciary obligations by a compulsory 
proceeding. In the next breath he 
complains that their distributive shares 
were insignificant in amount. The 
obvious replies to these contentions are 
that, if a person has committed a 
wrong, its gravity is not mitigated by 
a delay in bringing him to book for 
its perpetration, and, in the case at 
bar, the smallness of the distributive 
shares of the estate due any particular 
beneficiary might well have, and no 
doubt did, deter them from instituting 
a litigation which, when attendant ex- 
penses were paid, might equal or even 
exceed the total benefit to be derived 
therefrom. 

In the opinion of this court, the 
principle applicable in this decision is 
clearly stated in Matter of Matthewson, 
8 App. Div. 8, at page 12, 40 N. Y.S. 
140, 143: “These commissions, being 
for services, should be denied, unless 
the services have been performed in 
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such a manner as those interested in 
the residue of the estate had a right to 
expect. These services have not been 
so performed, and we think that these 
parties should not be called upon to 
pay from this estate the commissions 
of this trustee. To allow commissions 
under such circumstances would be 
countenancing and abetting negligent: 
acts of this trustee in the management 
of this estate.” 

No evidence of active mala fides on 
part of the executor has been demon- 
strated in this case. In the opinion of 
the court, however, his inattention to, 
and disregard of, the essential duties of 
his office, has been so gross as to 
constitute a substantial equivalent. He 
was under obligation to sell the prop- 
erty of the estate within a reasonable 
time, which, in the absence of unusual 
conditions, not here demonstrated, was 
eighteen months from his qualification 
in May, 1915. Matter of Weston’s 
Estate, 91 N. Y. 502, 511; Matter of 
Surpless’ Estate, 143 Misc. 48, 52, 
255 N. Y. S. 730. This duty was not 
fully performed by him until twelve 
years after his appointment. He was 
under obligation to pay income to testa- 
tor’s daughter on the trust erected for 
her, continuously from the time of 
the testator’s death. She survived her 
father for sixteen years, and yet this 
fiduciary, up to the day of her death, 
never paid her one cent. It was his 
duty to distribute the estate within a 
year after his qualification, and, al- 
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though within a short period thereafter 
the major portion thereof was ready 
for distribution, he has, to this day, 
paid nothing whatsoever to any of the 
persons entitled thereto. It was his 
duty, pending distribution, to use usual 
prudent means to make the estate 
productive of income. He kept it in a 
commercial bank account substantially 
unproductive, for a decade and a half. 
It was his obligation affirmatively to 
move for the settlement of his accounts. 
He has never taken any action in this 
regard, except under the impetus of 
a compulsive order. 

In spite of this serious and persistent 
disregard of his fiduciary obligation, he 
seeks to be placed on a par, so far 
as compensation is concerned, with dili- 
gent executors, who have punctually 
performed every obligation, legal and 
moral, which was attendant upon the 
ofice. In the opinion of this court, 
the language of Matter of Matthewson, 
above quoted, applies with singular 
aptness to the facts disclosed respect- 
ing this applicant, and, unless the oft- 
repeated emphasis of the courts respect- 
ing the superlative degree of good faith 
and diligence required from estate fiduci- 
aries is to degenerate into mere lip 
service of a lofty principle, an indi- 
vidual who has been as heedless of his 
obligations to his trust as the present 
applicant is entitled to no consideration 
from a court of equitable jurisdiction. 
Indeed, it would seem to be a dictate 
of public policy that any discretion 
possessed by the court should be exer- 
cised adversely to one as derelict in 
the performance of his duties as this 
executor, both as a punishment for un- 
faithful service as well as by way of 
salutary example to others occupying 
like positions, to the end that, as the 
Court of Appeals indicates in the 
Meinhard Case, supra, the level of 
conduct for fiduciaries shall be kept 
at the lofty level which the responsi- 
bility of their trusts demands. 

The question of costs is capable of 
even more ready disposal. With the 
allowance made for attorney's services 
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in the former opinion, the latter will 
have received a total of $395 on a 
gross estate as of decedent's death of 
somewhat over $7000. No condition, 
not the direct result of the executor’s 
culpable neglect of duty, has been 
demonstrated which should have made 
the administration and settlement of 
the estate other than an _ ordinary 
routine matter. It is primary that 
innocent beneficiaries will not be penal- 
ized by a deduction of costs from an 
estate to cover remuneration to an 
executor’s attorney for services made 
necessary by the misconduct of the 
fiduciary. If the executor in the case 
at bar had attended to his duties as he 
should have done, the recompense al- 
ready allowed would have been ade- 
quate. The obligation for additional 
compensation to his attorney is his own 
and not that of the estate. Matter of 
Matthewson, supra. 

The rehearing is therefore granted, 
and the motion for modification of the 
decision heretofore made is denied. 
Proceed accordingly. 


ASSESSMENTS AGAINST STOCK 
ISSUED AS DIVIDEND 


Anderson v. Benedict, United States 
District Court, 1 Fed. Supp. 654 


Upon the failure of a national bank 
a stockholder cannot escape assessment, 
in an action brought by the receiver, 
as to certain shares on the ground that 
they represent an unlawful increase 
in the capital stock made by declaring 
a stock dividend. To permit such a 
defense would be to allow the stock- 
holder to attack collaterally the certifi- 
cate of the Comptroller of the Cur- 
rency authorizing the increase. Such 
a determination by the Comptroller is 
open to attack only in an action brought 
directly against him. 

The defendant in this action was 
the owner of 240 shares of the stock 
of the failed bank. He had purchased 
90 of them, the other 150 having 
come to him at different times in the 
form of stock dividends. He admitted 
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his liability for $9000 of the $24,000 
assessed against him but set up the 
defense above mentioned as to the 
remaining $15,000. 


OPINION OF THE COURT IN PART 


The record shows that before the 
bank declared the stock dividends of 
1924 and 1925 it took the matter up 
with the Treasury Department at 
Washington and obtained from the 
Comptroller specific information as to 
the procedure to follow; that this pro- 
cedure was followed and the approval 
of the Comptroller obtained. The only 
defense to the present case is the claim 
made by Mr. Benedict in his answer 
that part of the stock upon which the 
assessment was levied, and upon which 
he was receiving dividends and taking 
all the benefits, was not lawfully issued, 
and therefore he seeks to have the 
assessment levied by the Comptroller 
on such shares set aside. 

The court agrees with the view as 
expressed by counsel for plaintiff, that 
this defense is an attempt to attack 
collaterally the certificate of the Comp- 
troller approving of the increase of 
stock and the order of the Comptroller 
levying the assessment, and that this 
cannot be done in this present action. 
The duty and authority to determine 
such questions is vested in the Comp- 
troller, and his determination, if it is 
to be attacked at all, must be attacked 
in a direct action brought against the 
Comptroller. This is not such an 
action. The Comptroller is not a 
party plaintiff or defendant. This is 


an action which is, in effect, between 
the creditors of the bank and the stock- 
holder, in which the stockholder seeks 
collaterally to attack an order of the 
Comptroller. With respect to this, 
counsel for defendant in their brief 
say, “We do not attack the certificate 
of the Comptroller except only inci- 
dentally in so far as it formally states 
what does not exist,” and it is the 
claim of counsel that this inquiry not 
being with respect to any irregularities 
in these certificates, but rather with 
respect to the validity of the stock 
under the law, that the cases holding 
that the certificate of the Comptroller 
cannot be attacked in such an action 
as this are not germane or decisive of 
the question raised by defendant here. 
But the court is of the opinion that 
the authorities do sustain the view 
that, even keeping in mind the claim 
of defendant, still the certificate of 
the Comptroller cannot be collaterally 
attacked in such an action as this. In 
the case of Brown v. Tillinghast, 93 F. 
326 (C. C. A. 9) the court in the 
opinion on page 329 of 93 F., says: 
“In the present case a shareholder sues 
the receiver in equity, and seeks to 
recover the amount which he has paid 
on his subscription to the increased 
capital, and he asks the court to decree 
that the increase was illegal, and the 
Comptroller’s certificate void. There is 
no substantial difference in the causes 
of action. They are both actions 
against the receiver, and the object 
and purpose of both is the same. In 
neither is the proceeding directly against 
the Comptroller, or for the purpose of 
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correcting or revising his decision. In 
the view which this court and other 
courts have taken of the nature of the 
Comptroller's function in certifying to 
an increase of capital stock, the present 
suit is a collateral attack upon a 
judicial or a quasi judicial decision,— 
a decision which is conclusive except as 
against direct attack. Tillinghast v. 
Bailey [C.C.} 86 F. 46; Rand v. 
{Columbia Nat.} Bank [C.C.]} 87 F. 
520.” 

To the same effect, Columbia Na- 
tional Bank v. Mathews (C.C.A.) 85 
F. 934; Casey v. Galli, 94 U. S. 673, 
24 L. Ed. 168; Bushnell v. Leland, 
164 U. S. 684, 17 S. Ct. 209, 41 
L. Ed. 598; Christopher v. Norvell, 
208 "UU: S$. 226, 26 Ss Ce 502, 50 
L. Ed. 732, 5 Ann. Cas. 740. 

As there is no other defense, this 
disposes of the case. It is unneces- 
sary, therefore, for the court to discuss 
or determine whether or not the de- 
fendant is estopped from asserting any 
irregularity or invalidity in the issue 
of the stock held by him as against 
plaintiff, representing depositors and 
creditors, but from a study of the 
case it appears to the court that it 
would be most unfair if defendant 
were not so estopped and yet permitted 
to keep all the benefits of the ownership 
of the stock, including the dividends 
paid thereon. It does not seem reason- 
able, to say the least, that the stock 
should have been treated by defendant 
as valid for dividend purposes and 
now claimed to be invalid for assess- 
ment purposes, and it would seem that 
under all the facts of the instant case 
as disclosed by the record, were it neces- 
sary to decide that question, this is a 
case wherein, if ever, estoppel should 
be invoked. Basing its conclusions, 
however, on the ground that the cer- 
tificate of the Comptroller cannot be 
collaterally attacked in this action, the 
court finds in favor of the plaintiff 
and that the prayer of plaintiff's bill 
should be granted. 

It appears to the court that the 
language used by the Court of Appeals 


of this circuit, in the case of Bailey v. 
Tillinghast, 99 F. 801, is pertinent to 
the case at bar, where, at page 807 of 
99 F., the court says: “In the first 
place, it is altogether incompatible with 
the policy and purposes for which these 
banking associations are created and 
allowed to do business that mere irregu- 
larities, or even fraudulent practices, 
in organization or management, should 
wholly invalidate the exercise of their 
vital functions, and give ground for a 
stockholder to repudiate his obligations 
to the public. There would be no 
security in doing business with such 
institutions. If such business was done 
at the peril of being undermined and 
invalidated by the development and 
maintenance of such defenses, it would 
destroy public confidence, and the busi- 
ness would come to an end.” 


WITHDRAWAL FROM JOINT 
SAVINGS ACCOUNT 


In re Darashinsky’s Estate, New York 
Surrogates’ Court, 260 N. Y. 
Supp. 289 


Where a savings bank depositor has 
his account transferred to a joint 
account in the names of himself and 
his grandson, merely for purposes of 
convenience in making withdrawals, 
and the grandson withdraws funds 
from the joint account and _ places 
them in his individual account, he can 
be compelled to return them to the 
estate after the death of the grand- 
father. In the circumstances he is not 
entitled to the funds as survivor. 

Proceeding to discover moneys with: 
held by one Finkelstein from the estate 
of Bernard Darashinsky. 

Decision in accordance with opinion: 


OPINION OF THE COURT 


FOLEY, S.—I hold upon the evi 
dence in this discovery proceeding that 
the moneys deposited in the joint 
savings bank account in the name of 
the decedent and the respondent, Jack 
Finklestein, are the pfoperty of the 
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estate and should be delivered to it. 
In reaching this conclusion I have con- 
sidered and applied the rules laid down 
in three recent decisions of the Court 
of Appeals, Moskowitz v. Marrow, 251 
N. Y. 380, 167 N. E. 506, 66 A. L. R. 
870: Marrow v. Moskowitz, 255 N. Y. 
219, 174 N. E. 460, and Matter of 
Porianda’s Estate, 256 N. Y. 423, 176 
N. E. 826. The documentary evi- 
dence with respect to the nature of the 
account and as to whether it was a 
joint account without provision for 
survivorship, or a joint tenancy with 
survivorship, is not clear, but for the 
purpose of this proceeding the distinc- 
tion is immaterial. It has been estab- 
lished to my _ satisfaction that the 
account was a joint account payment 
to be made to the survivor. The evi- 
dence is also. sufficiently clear to over- 
come any presumption created by the 
statutory rule under section 249 of 
the Banking Law with respect to with- 
drawals in the lifetime of both joint 
tenants. After death, ownership in the 
survivor, as construed by the above 
As to with- 


decisions, is conclusive. 
drawals in the lifetime of both by 
either, the statutory rule imposes a 
mere presumption which may be over- 


come by evidence. “This presumption 
does not apply ‘in respect of any 
moneys withdrawn by either during 
life’ (Moskowitz v. Marrow, supra, at 
page 397 of 251 N. Y., 167 N. E. 
506); it applies only ‘in favor of the 
survivor in respect of any moneys then 
left in the account’ (Marrow v. Mosko- 
witz, 255 N. Y. 219, 221, 174 N. E. 
460). The withdrawal of moneys 
from the joint account does not destroy 
the joint tenancy, if one was created; 
it merely opens the door to competent 
evidence, if available, that no joint 
tenancy was originally intended or 
created.” 

In this proceeding the moneys were 
all withdrawn by the respondent in the 
lifetime of the decedent and were 
transferred to the respondent's indi- 
vidual bank account. The opening 
of the joint account was plainly for 


the convenience of the decedent, be- 
cause of his contemplated entrance into 
a hospital to undergo an operation. All 
the moneys were previously in his 
individual account. Three hundred 
dollars of the fund were used by the 
mother of the respondent to pay for 
the decedent’s hospital expenses. If 
further withdrawals were necessary, 
they could be made by the respondent 
for the decedent’s purposes. The title 
to the remaining moneys in the joint 
account was retained by the decedent 
to the time of his death, and I find 
that no part thereof, and particularly 
neither one-half nor all of this fund, 
became the individual property of the 
respondent. I believe the testimony 
of the witnesses as to the admissions 
made by Jack Finkelstein, to the effect 
that the moneys belonged to and con- 
tinued to be the property of the de- 
cedent, his grandfather. It is significant 
also that the proceeds of a note belong- 
ing to the decedent and collected in his 
lifetime by the respondent or his mother 
were deposited in the joint account and 
subsequently transferred by the respond- 
ent to his individual account. 

The evidence as to a gift of the 
fund by the decedent to the respondent 
after the opening of the account was 
unconvincing and insufficient. 

A decree may be submitted on notice 
directing the delivery of the sum of 
$2184.44 by the respondent to the 
administrators. On account of that 
sum, the decree may contain a specific 
provision pursuant to the amended form 
of section 206 of the Surrogate’s Court 
Act, directing delivery of the moneys 
now in the Bowery Savings Bank in 
the individual account of the respond- 
ent. The evidence establishes without 
dispute that these moneys represent a 
transfer from the joint account, and, 
under the new power of the Surro 
gate’s Court, where a transfer of the 
decedent’s funds has occurred, the 
proceeds may be followed and decreed 
to be paid to the representative of the 
estate. The decree may contain a 
further direction that the difference 
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between the total amount due, viz. 
$2184.44, and the amount of the de- 
posit in the Bowery Savings Bank be 
paid by the respondent. Submit decree 
on notice accordingly. 


BANK LIABLE FOR CASHIER’S 
WRONGFUL ACT AS 
ADMINISTRATOR 


Burkhalter v. People’s Bank, Supreme 
Court of Georgia, 165 
S. E. Rep. 749 


A bank, which permits its cashier, who 
is acting as administrator of an estate, 
to clear up an overdraft against his per- 
sonal account by depositing estate funds 
therein, will be liable to the estate for 
the amount misappropriated by the 
cashier. Burkhalter v. People’s Bank, 
Supreme Court of Georgia, 165 S. E. 
Rep. 749. 

The cashier of the defendant bank 
was appointed administrator of the es- 
tate of a deceased person. He kept his 
account as administrator and also his in- 
dividual account in the bank. His in- 
dividual account became heavily over- 
drawn. It was alleged by the plaintiffs, 
beneficiaries of the estate, that he paid 
off the overdraft by transferring funds 
from the estate account to his personal 
account and that this fact was known to 
the officials of the bank. A judgment in 
favor of the defendant bank was re- 
versed. 
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OPINION OF THE COURT IN PART 


“As a general rule, a bank may assume 
that a trustee will apply money deposited 
by him to its proper purposes under the 
trust, and is not accountable for any 
misappropriation of trust funds in which 
it does not participate; but a bank can- 
not, without incurring liability to the 
true owner, knowingly appropriate to 
the satisfaction of a debt due to it by 
another trust funds deposited with it by 
him after the creation of such debt.” 
American Trust, etc., Co. v. Boone, 102 
Ga. 202, 29 S. E. 182, 40 L. R. A. 250, 
66 Am. St. Rep. 167; Miller & Co. v. 
Gibbs, 161 Ga. 698 (5), 132 S. E. 626. 

“All persons aiding and assisting trus- 
tees of any character, with a knowledge 
of their misconduct, in misapplying as- 
sets, are directly accountable to the per- 
sons injured.” Civil Code 1910, § 3784. 
Where an administrator has misappro- 
priated funds of which he was in charge 
as such trustee, an action to trace and 
recover such funds from the persons al- 
leged to have received the same from 
the administrator may be brought by the 
heirs at law in their own names. In 
such a case it is not necessary that the 
suit should be brought by an adminis 
trator or other official representative of 
the estate. This ruling is not in conflict 
with such decisions as Smith v. Smith, 
141 Ga. 629 (7), 81 S. E. 895, and 
Denny v. Gardner, 149 Ga. 42, 99 S. 
E. 27, but is in harmony therewith. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN EUROPE 


United States of America are 
showing but little if any improve- 
ment. But there have been some changes 
of a striking character. In Germany 
Herr Hitler has realized his long-cher- 
ished ambition of becoming Chancellor, 
though under restrictions limiting his 
authority. These restrictions it was his 
hope to modify by another appeal to the 
German electorate for a parliamentary 
majority. There has been another of the 
rather frequent changes in the French 
ministry, M. Daladier succeeding the 
Paul-Boncour régime. The controversy 
between China, the League of Nations 
and the United States on the one side 
and Japan on the other persists, and thus 
far has shown no signs of an early ad- 
justment acceptable to both sides. In 
South America some conflicts are still 
raging, with others threatened. The 
debt problem that has so long been a 
matter of contention between several 
European countries and the United 
States appears to be entering a phase of 
negotiations which may afford some 
hope of an early settlement. A rather 
stiff-necked attitude on the part of Eng- 
land was presented in a speech by Mr. 
Chamberlain, the Chancellor of the Ex- 
chequer, but this attitude has been con- 
siderably modified after the government 
had consulted with the British ambassa- 
dor to the United States, and a recent 
speech in the House of Commons by 
Prime Minister MacDonald indicates the 
readiness of the British government to 
consider carefully the position already 
outlined at Washington. Representa- 
tives of England are being sent to Wash- 
ington, and it had at first been the 
purpose of the British government to 
confine their discussions to the debt 
question, but later it was decided to ex- 
tend the limits of the negotiations to in- 
clude other questions. 
Although no date has as yet been fixed 
for the meeting of the International 
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Economic Conference in London, some 
progress has been made by the commit- 
tee of experts named to frame a program 
for the conference. This committee has 
issued its report, and it deals with such 
vital problems as debts, prices, the gold 
standard, restrictions on trade and inter- 
national movements of capital. It is 
significant that the report urges the gen- 
eral restoration of the gold standard, but 
suggests a larger use of silver for sub- 
sidiary purposes. In this connection it 
may be noted that President Hoover, in 
an address delivered in New York on 
February 12, strongly urged the same 
course—a view which probably~ repre- 
sents the position of the new adminis- 
tration at Washington. There appears 
to be a growing feeling that speedy in- 
ternational co-operation, especially in 
the direction of stabilizing currencies 
and in the removal of exchange and 
other restrictions on trade, is essential if 
further economic warfare, with disas- 
trous results all around, is to be avoided. 
Hope may be reasonably entertained 
that recognition of this common danger 
has brought England and the United 
States into closer accord, with resulting 
benefit not to these two countries alone, 
but to the world at large. 


GREAT BRITAIN 
British Exports and Imports 


The Westminster Bank Review gives 
the following information respecting 
British trade returns for 1932: 

The year’s imports, totalling £703,- 
132,725, were smaller by £158,119,913, 
or 1814 per cent., than in 1931, whilst 
exports suffered much less severe restric- 
tion, their total of £416,051,378 being 
£38,437,769, or 814, per cent. less. 

Imports of food, drink and tobacco 
declined by £42,042,035, or 10 per cent., 
raw materials by £8,576,444, or 5 per 
cent., and manufactured articles, against 
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which the customs duties were directed, 
by £104,042,777, or no less than 40 per 
cent. Among raw materials, the prin- 
cipal change was an increase of £3,928,- 
657 in raw cotton and cotton waste, this 
being indicative of the better conditions 
obtaining in the cotton textile industry. 

Large decreases were recorded for 
practically all manufactured goods, the 
most notable being in apparel (—£12,- 
811,403, or 65 per cent.), woolen and 
worsted yarns and manufactures 
(—£11,083,587, or 82 per cent.), iron 
and steel and manufactures thereof 
(—£10,956,379, or 56 per cent.), and 
cotton yarns and manufactures (—£7,- 
050,465, or 79 per cent.). 

British exports in 1932 had a value 
of £365,137,785—6//, per cent. less than 
in 1931—the contraction being propor- 
tionately greatest in the food, drink and 
tobacco class and smallest, fortunately, 
in manufactures. The decline in exports 
of raw materials was almost entirely ac- 
counted for by diminished shipments of 
coal, the value of which fell by £3,019,- 
731. There was a reduction of £16,- 
426,891 in manufactured exports, which 
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had a total value of £275,601,688. The 
most pleasing feature was a rise of 
£6,247,217, or 11 per cent., in exports 
of cotton yarns and manufactures. The 
classes devoted to vehicles and to ma- 
chinery, on the other hand, both showed 
substantial declines, of £8,969,625 and 
£3,482,871, respectively. 

The re-export trade has naturally been 
greatly affected by the change of fiscal 
policy, and the year’s total of £50,913, 
593 was 20 per cent. lower than that of 
1931. 


New Capital Issues 


Statistics compiled by the Midland 
Bank Limited show that new capital 
issues in the United Kingdom for the 
month of January, 1933, aggregated 
£8,310,000, compared with £2,896,000 
for the same month in 1932. Although 
present issues are still far below those 
in recent years, there is a tendency to- 
ward an increase, the issues to January 
31, 1933, aggregating £118,453,000, as 
compared with £79,230,000 for the 
corresponding period of 1932. 
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England’s Fiscal Position 


Lloyds Bank Limited Monthly Re- 
view, analyzing the budget situation, 
reaches these conclusions: 

Placing 1932-33 debt interest at 
£265,000,000, supply and other consoli- 
dated fund expenditure at £4'70,000,000- 
£480,000,000, the sinking fund at say 
£20,000,000 (again a very tentative 
figure) and the American debt payment 
at £29,000,000, the year’s expenditure 
comes out roughly in the neighborhood 
of £785,000,000 to £795,000,000. Com- 
paring this with a possible revenue of 
£765,000,000 this suggests a deficit of 
£20,000,000 to £30,000,000, on the as- 
sumption that the American debt pay- 
ment should be included in the accounts. 
Otherwise the year’s accounts should 
roughly balance, though only at the cost 
of reducing the sinking fund allocations 
below their normal level. 


FRANCE 


Budget difficulties were probably 
mainly responsible for the recent change 
in the French ministry. What these 
difficulties are may be learned from the 
Paris correspondent of The Economist 
(London), who says: 

The revenue returns for December in- 
dicate a total yield from all permanent 
and normal budget sources of 3,161,- 
768,000 francs (exclusive of the postal 
department and of the tobacco monop- 
oly and other revenue diverted directly 
to the Caisse d’Amortissement), as com- 


pared with 3,351,000,000 in December, 
1931, and 3,630,000,000 in December, 
1930. The yield for the month was 
superior to that of seven of the previous 
months of the year, but still 452,695,000 
francs below budget estimates. The 
total deficit on the nine months’ finan- 
cial year ending December 31, inclusive 
of indirect taxation and yield from 
monopolies and state domains (but ex- 
clusive of yield from direct taxation), 
was thus brought to a total of 3,865,- 
717,515 francs. The total revenue for 
the nine months from all budget sources 
(including direct taxation), is returned 
as 28,521,000,000 francs. Yield from 
income tax allocated to the state (exclu- 
sive of the part taken by the local gov- 
ernment authorities) was 6,391,000,000, 
or 2,428,000,000 less than in the corre- 
sponding period of 1931. Income tax, 
taxes on securities, registrations, stamp 
duties, Bourse operations, “sumptuary 
taxes” (luxury articles, amusements, 
motor-cars) and spirits yielded 15,407, 
000,000, and taxes on consumption 
“properly so called” 12,898,000,000. 
At the end of the year coal produc- 
tion in France showed, for the fifth 
month in succession, a slight improve- 
ment. Offsetting this favorable turn, 
there is to be recorded an increase of 
unemployment. The return for Janu- 
ary 21 showed the total number wholly 
unemployed and in receipt of benefits 
was 306,100, surpassing the highest 
record previously reached in March of 
last year. But the decline in unemploy- 
ment among the firms employing 100 
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persons or more was only 53/, per cent. 
as compared with a year ago. 


GERMANY 


The outstanding event in recent weeks 
was the appointment of Herr Hitler as 
Chancellor, but under restrictions con- 
siderably qualifying his authority. In 
the hope of acquiring an enlarged grant 
of power, elections for the Reichstag 
were called for March 5. It was ex- 
pected that the change in the govern- 
ment would have a marked effect on 
Germany’s relations with other coun- 
tries, and would also influence decisions 
on the standstill credit negotiations 
which were in progress at about the time 
the change in the ministry took place. 


ITALY 


The council of ministers has examined 
the estimates for the financial year 
1933-34 submitted by the several de- 


partments. After postponing to more 
prosperous times the consideration of all 
items which are not unavoidable and 
urgent, the estimated expenditure stands 
at 20,614,000,000 lire as against receipts 
prudently estimated at 17,713,500,000. 
The budget deficit on current account 
thus stands at 2,900,500,000 lire, as 
against one of 1,412,700,000 lire fore- 
seen for the current financial year. This 
increase is accounted for by an estimated 
reduction of 933,600,000 lire in revenue, 
and by a deficit on the state railways 
foreseen in 675,000,000. The estimates 
for capital items show an adverse bal- 
ance of 187,400,000 lire, bringing the 
total deficit up to 3,087,900,000. 

The increase in the estimated expendi- 
tures for 1933-34 is accounted for by the 
heavier cost of the national debt and by 
the railway deficit. In the case of educa- 
tion it is due to the opening of new 
schools and the transfer to the state, 
under the recent reform of local gov 
ernment finance, of expenditure formerly 
incurred on this account by the munici- 
palities, while the extra sums estimated 
for public works and agriculture are re- 
quired to meet the cost of work already 
authorized and for developing land 
reclamation. The extra 306,000,000 
thus expended for eminently productive 
purposes are offset by 598,000,000 
economized on the budget for the de- 
fence services. 


AUSTRIA 


While conditions in Austria continue 
unfavorable, a hopeful outlook for the 
future is taken in the Economic Report 
of the Wiener Bank-Verein, which says: 

In spite of adverse circumstances it is 
perhaps not overpresumptuous to look 
with somewhat more confidence to the 
future development at the beginning of 
1933. The soundness of the public 
finances, the balance of which could be 
maintained thanks to strenuous efforts, 
constitutes a valuable asset of the Aus: 
trian economy. It has moreover been 
possible to solve in a satisfactory way 
the liability of the government for the 
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Ranks like these 


install YORK 
VAULTS 


Your bank, too, can enjoy 
the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the 
size and type of vault your 
bank requires. 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


a 
NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO (0) 2744 WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON AULTS PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
-_—--———- r 
. i FE _ AND BURGLAR DIO OF SAFES AND CHEST 





Bankers Guide Book 


By W. R. Morenouse 


is just off the press 


1072 pages 136 chapters 


Over 4000 questions and answers 
on banking, of which 1500 are 
legal with citations 


Acclaimed the most useful book of general 
interest to bankers ever written 


THE author needs no introduction to readers of THE BANKERS MAGAZINE. 
Mr. Morehouse is the author of seven books on banking—among them the 
original Bankers Guide Book, purchased by 22,000 banks. Now comes the 
new Bankers Guide Book with over three times as many pages (1072 to be 


exact) and it “fits the pocket.” 
AN introductory edition will sell at $5 a copy (less than 4 cent a page) then 
the price goes up to $10 (less than 1 cent a page). ' 


WE have a limited number of copies of the introductory $5 edition set aside 


for immediate delivery. Send us your order now and save $5. 


BANKERS PUBLISHING Co., 
Book Dept.—465 Main St., Cambridge, Mass. 


Please send me, postpaid, a copy of the new “Bankers Guide Book,” for which [ will 
send you my check for $5 on receipt of your bill. 


Name.... 
Bank or Firm 


Address... 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Bankine Business or Every 
Descriprion TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


obligations of the Osterreichische Credit- 
Anstalt. An agreement was concluded 
with the Austrian National Bank which 
foresees the conversion of the Credit- 
Anstalt’s financing bills into a federal 
debt, as well as the latter’s redemption; 
the final liquidation of that question re- 
quires, however, the issue of the con- 
templated domestic loan. After lengthy 
negotiations with the foreign creditors 
an understanding was reached accord- 
ing to which some of the Credit- 
Anstalt’s assets are used in an appropri- 
ate fashion, so that the actual obligations 


of the government are limited to a speci- 
fied amount which, under approximately 
normal circumstances, can be included 


in the budgets of the next years. The 
liability on account of Austrian deposi- 
tors appears to have been reduced to a 
trifling amount, probably owing to the 
financial needs of that class of creditors. 
Since the Lausanne Protocol was ratified 
at the close of 1932 by Great Britain, 
Italy, and France, the loan operation de- 
cided upon last summer has become pos- 
sible; Austria would receive on that 
account the equivalent of utmost 300,- 
000,000 schillings, but the issue up to 
the total amount has not yet been 
secured. Out of the proceeds, the short 
term indebtedness of the federal govern- 
ment towards the Bank of England can 
be redeemed, and funds will moreover 
be available for the transfer of at least 
the arrears for the service of the League 
of Nations loan and of the international 
il loan. The future service of 
tria’s foreign loans would therefore 
secured on that score, and there 

still less be any question of solv- 


ing the currency problem. We would 
point out that, in the course of the par- 
liamentary deliberations abroad concern- 
ing the ratification, it was repeatedly 
stated that the guarantee for the Aus- 
trian loan is to be considered merely as 
one step in the direction of an _ efficient 
reconstruction of Central Europe, and 
that it would fulfil its purpose only if it 
were followed by a well devised action. 
Should the impending operation open 
the way towards a consolidation of Cen- 
tral Europe, then it would have fully 
achieved its purpose. 


POLAND 


Poland, which for some time has been 
on the gold-exchange standard, has now 
gone over to the gold standard. The 
country’s foreign trade for 1932 resulted 
in a credit balance of 221,820,000 
zlotys, the amount of imports being 
861,981,000 zlotys as against 1,083,801,- 
000 zlotys of exports. These figures 
compare with 1,468,243,000 zlotys of 
imports and 2,245,973,000 zlotys of ex- 
ports in 1931. The credit balance for 
1932 compares with 410,354,000 zlotys 
in 1931 and 187,271,000 zlotys in 1930. 


FINLAND 


The outstanding feature of the eco- 
nomic situation in Finland during 1932 
was the low exchange value of the Fin- 
nish mark. The export industries were 
able to furnish the country with larger 
foreign exchange holdings through 
greater sales abroad, while higher im- 
port prices, increased import duties, the 
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39.0% of total 





tightness of the money market and the 
low purchasing power of the population 
held down imports. The year closed 
with a record favorable trade balance of 
approximately 1,200,000,000 marks. Un- 
employment, while greater than in the 
past two years, was not a serious prob- 
lem in Finland, due largely to increased 
government expenditures for public 
works. During December the Diet 
passed a law for price stabilization of 
certain agricultural products and began 
consideration of other forms of farm re- 
lief. The wholesale price index in- 
creased to 91 at the end of November 
as compared with 87 at the end of No- 
vember, 1931. The cost of living index 
increased to 1031 at the end of Novem- 
ber as compared with 1015 at the end 
of September, 1932. 

Money was still scarce at the end of 
November as indicated by a decrease in 
note circulation and a decline in domes- 
tic loans of the Bank of Finland, and a 
drop in loans, deposits and rediscounts 
in the Joint Stock banks. The turnover 
on the Helsinki stock exchange for the 
year 1932 amounted to 162,000,000 
marks as against 306,000,000 and 180,- 
000,000 marks during 1931 and 1930, 
respectively. The 1933 budget as passed 
by the Diet estimates revenues at 2,877,- 
362,000 marks and expenditures at 2,- 
877,336,000 marks. Government rev- 
enues for the period January-November, 
1932, revealed a deficit of 90,700,000 
marks. Finnish foreign trade again re- 
sulted in a record favorable trade bal- 
ance. Exports for the period January- 
November totaled 4,216,469,000 marks 
as against 4,008,390,000 marks in 1931 
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Collecting Drafts on Ecuadorian Places 


Sieey Bamntuies merchants request their American manufacturers to send their collections 
Previsora Bank, and many American representatives, upon visiting our Bank, have 
recommended the use of our Collection Department to their firms. 7 
Our Collection Department, operated by a special manager and staff, is capable of serving 
you with the maximum of promptness and accuracy. 
This Bank is the most active in Ecuador, and, according to the September 30, 1931, 
statement of the Superintendent of Banks, holds: 


50.4% of total banking deposits in Guayaquil, 


cash resources, 


banking 
49.0% of total eligible notes discounted, 


which indicates a thorough and intimate knowledge of practically all merchants in this country. 
Our Collection methods are based on American standards and insure for you the same 
accurate and efficient service to which you are accustomed in the United States. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL — ECUADOR 


and imports 3,121,476,000 marks as 
compared with 3,205,064,000 marks in 
the same period of 1931. 


GREECE 


Greek mortgaged revenues in the first 
eleven months of 1932 were 14 per 
cent. less than in the previous year 
(3,115,906,000 drachmas against 3,621,- 
889,000). Bankruptcies during this 
period numbered 335 as compared with 
660 for the year 1931; this drop resulted 
from special legislative measures, includ- 
ing moratoriums, postponement of ma- 
turing obligations, etc., rather than from 
any general improvement in economic 
conditions or in the position of im: 
porters. Greek industrial production 
during 1932 was valued at 8,313,000, 
000 drachmas as compared with 6,080, 
000,000 drachmas in 1931, according to 
preliminary official estimates. On a gold 
basis, production was less than in the 
previous year, due to the depreciation 
of the drachma. The principal increases 
were registered in textile, building mate- 
rial and chemical industries. Payment 
of 30 per cent. of accrued interest on 
outstanding foreign loans was provided 
for on January 3 when the International 
Financial Commission authorized the 
Bank of Greece to place this sum at the 
disposal of the respective foreign and 
Greek banks. 

INDIA 


India successfully floated a 4 per cent. 
government loan of 150,000,000 rupees 
during January, and announced a con’ 
version scheme for February involving 


a half billion rupees. Under the terms 





je TY (CY — es OF 


FINANCIAL SITUATION ABROAD 


of this scheme old 5 and 6 per cent. 
issues will be converted to new issues 
bearing 4 per cent. 


ARGENTINA 


Under date of January 30 the First 
National Bank of Boston furnishes the 
following information from its branch 
in Buenos Aires: 

The favorable trade balance for 1932 
was 450,931,914 paper pesos, compared 
with 281,986,350 for 1931. Business 
continues quiet. The December com- 
bined bank statement shows deposits 
down 29,000,000, loans down 28,000,- 
000, cash down, 2,000,000, cash reserve 
23.7 per cent. 

The latest conversion office report 
shows: 

Paper Pesos Educated for the law, and since 1920 

Gold reserve 583,915,126 head of the law department of the 
Commercial rediscounts 287,980,372 ree — of ee — 
Patriotic bonds 166,500,805 pron Rie wcreting eggs Bic 


; : ; institution in January last, succeeding 
Currency in circulation 1,331,414,561 Magnus Irvine, retired. 


INTERNATIONAL BANKING NOTES 


Tue Royal Bank of Canada held its sixty- ary 12, when the following report was pre- 
fourth general meeting of shareholders Janu- sented: 


PROFIT AND LOSS ACCOUNT 


Balance of profit and loss account, November 30, 1931 $4,155,105.61 
Profits for the year ended November 30, 1932 ...........eeeeeeeeeeeee 4,861,849.34 


Appropriated as follows: a 


Dividend No. 178 at 12 per cent. per $1,050,000.00 
Dividend No. 179 at 12 per cent. per 1,050,000.00 
Dividend No. 180 at 10 per cent. per 875,000.00 
Dividend No. 181 at 10 per cent. per 875,000.00 


$3,850,000.00 
Contribution to officers’ pension fund 200,000.00 


Appropriation for bank premises 200,000.00 
Reserve for Dominion government taxes, including tax on bank note circulation 600,000.00 
Transferred to investment depreciation reserve 3,000,000.00 
Balance of profit and loss carried forward 1,166,954.95 


$9,016,954.95 


At the annual ordinary general meeting of £106,651, or 6.7 per cent. Considering all 
shareholders of the Westminster Bank Lim- things, it was the chairman's opinion that the 
ited, February 2, the chairman, the Hon. results were satisfactory, especially as the 
Rupert E. Beckett, reported that the profit figures were arrived at after the directors had 
for the year 1932 was £1,495,171, compared appropriated to contingent fund a sum which 
with £1,601,822 for 1931—a decrease of in their view was entirely adequate to pro- 
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vide for bad and doubtful debts for the year. 
The sum they had to deal with was £1,926,- 
427, being profit for the year £1,495,171 
and the balance brought forward £431,256. 
The directors were unanimously of the opin- 
ion that this result justified the payment of 
the same dividends as last year, namely, for 
the full year 18 per cent. less tax on the 
partly-paid shares, and 124 per cent. less tax 
on the fully-paid. The allocation to officers’ 
pension fund was £200,000, and to premises 
£100,000, which would enable them to allevi- 
ate the hitherto continually expanding item 
of premises account in the balance sheet. 
This had left a carry forward to 1933 of 
£460,984—a figure some £30,000 more than 
that brought in. 

The chairman remarked that 1933 held 
out in certain directions adverse prospects, 
the general effects of which could already be 
envisaged. The conversion of the war loan 
from an investment yielding 5 per cent. to 
one yielding 34 per cent. would make a seri- 


* 6 


THE one-hundredth report of the directors of 
the National Provincial Bank Limited, pre- 
sented at the meeting of shareholders held 
January 26, showed that after making provi- 
sion for rebate of discount on current bills 
and after making a transfer to the credit of 
contingencies account, out of which account 


Interim dividend of 8 per cent. subject to deduction of income tax at 5s. in 


£ (£189,588 6s. 5d.) paid in July last 


A further dividend of 7 per cent. subject to deduction of income tax at 5s. 


THE BANKERS MAGAZINE 


ous inroad on the bank’s income from that 
source, whilst, naturally, the yields from 
further investments purchased at present 
levels were a good deal lower than those to 
which they had been accustomed in past 
years. Last year, the bank earned conversion 
commissions which would not recur in 1933, 
and other commission yields would be less; 
also very low discount rates ruled for the 
second half of 1932, averaging 16s. 1ld. If 
similar conditions prevailed throughout this 
year, the £60,000,000 to £70,000,000 of bills 
discounted would make but a poor contribu- 
tion to their income. Now, too, the full 
weight was being felt of the drop in lending 
percentage, which was gradual in 1932. On 
the other hand, he was unable to forecast any 
material decrease in the expense of operating 
their business. All these factors combined 
pointed with certainty to leaner times for 
undertakings such as their own and, without 
stressing these points unduly, he conceived 
it only right that he should put them hefore 
the shareholders. 


* * 


provision for all bad and doubtful debts has 
been made, the net profit amounts to £1,593,- 
318 13s. 7d., to which has to be added the 
sum of £804,115 13s. 4d. brought forward 
from last account, making a total of £2,397, 
434 6s. 11d. which has been appropriated as 
follows: 


. @ 
8 


in £ (£165,889 15s. 8d.) payable January 31, 1933 


Transferred to pension fund 
Transferred to bank premises account 
Balance carried forward to 1933 


‘ 


THE sixty-sixth annual meeting of share- 
holders of the Canadian Bank of Commerce 
was held January 10, at which time the direc- 


Balance of profit and loss account, brought forward from last year, was ... 
Profits for the year ending November 30, full provision having been made 


for all bad and doubtful debts, were 


These profits have been appropriated as follows: 
Dividends Nos. 180 and 181, at 12 per cent. per annum 
Dividends Nos. 182 and 183, at 10 per cent. per annum 
Dominion and provincial government taxes and tax on bank-note circulation 


Donations and subscriptions 
Transferred to pension fund 
Written off bank premises 
Balance carried forward 


77$,$21 18:1 


£2,397,434 6 11 


tors’ report was presented, showing these re- 
sults of the bank's operations for the twelve 
months ending November 30, 1932: 


$ 535,683.12 
4,279,424.00 


$4,815,107.12 


$1,800,000.00 
1,500,000.00 
550,000.00 
40,000.00 
255,607.36 
150,000.00 
519,499.76 


— 


$4,815,107.12 





Covering 


Across the Dominion, from seaboard to seaboard, the 
Bank of Montreal operates through more than 550 branches, 
giving dependable banking service in every Canadian com- 


munity of importance. 


It is admirably equipped to serve 
American banks and corporations 
in their financial transactions in 


Canada. 


Enquiries are invited. 


TOTAL ASSETS IN EXCESS OF $750,000,000 


NEW YORK: 64 Wall St. 


BANK OF 
MONTREAL 


Established 1817 
HEAD OFFICE: MONTREAL 


CHICAGO: 27 South La Salle St. SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


Bank of Canada, in a comprehen- 

sive review of the wheat situation, 
has the following to say regarding 
Canadian wheat: 

World shipments of wheat since 
August 1 last have been the smallest in 
a decade. Shipments to the Orient were 
relatively large but other countries have 
taken only moderate amounts. European 
imports have been notably light as a re- 
sult of the record crops harvested last 
year in many countries and the extreme 
severity of restrictions on wheat imports 
and consumption. Exports of Canadian 
wheat during the period, however, were 
of relatively large volume and amounted 
to more than 50 per cent. of the total of 
244,000,000 bushels shipped from all 
exporting countries. New crops are 
now being harvested in Argentina and 
Australia, and Canada will hardly be 
able to maintain this predominant. posi- 
tion. European stocks, however, are re- 


iE: Monthly Letter of the Royal 


pe-ted to be low and it is expected that 
total shipments will increase in volume 
during the balance of the marketing 
season. 

Canadian conditions during 1932 
were favorable for wheat production. 
The area sown was a million acres 
greater than in 1931 and an abundant 
crop was harvested. Total production is 
estimated at 429,000,000 bushels against 
304,000,000 bushels in 1930. The 
carry-over at the end of the previous 
marketing year was 137,000,000 bushels, 
so that the total supplies of wheat in 
Canada for the period August 1, 1932, 
to July 31, 1933, amount to 566,000,000 
bushels. Of this, 125,000,000 bushels 
are required for domestic purposes, leav- 
ing 441,000,000 bushels available for ex- 
port. George Broomhall, the British 
expert, recently estimated the probable 
shipments from Canada during the crop 
year at 328,000,000 bushels; 140,000,- 
000 bushels have already been shipped. 
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FOREIGN BANKS ARE 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





Should the Broomhall estimate prove 
correct the carry-over of Canadian 
wheat at the end of the present crop 
year would be materially reduced. 

The Monthly Review of the Bank of 
Nova Scotia thus looks at the situation: 

Looking back on 1932 we can now 
see clearly the two phases through which 
Canadian business passed in that year. 

The first six months were marked by 
drastic curtailment in almost every line 
of economic activity. The depression 
was unquestionably more widespread 
and intense at midsummer in 1932 than 
at any time in 1931, or earlier. 

The continuance of these tendencies 
in the second half of 1932 would have 
created a situation so serious as scarcely 
to bear contemplation. 


Fortunately, however, they were 
abruptly halted at midsummer. The 
diagrams, in which this bank measures 
the changes in some seventy lines of 
economic activity, record a series of 
curves which had been rapidly declin- 
ing. In the second half or 1932, fol- 
lowing one another in quick succession, 
most of these curves flattened out. There 
was, indeed, an obvious (though limited) 
recovery during the third quarter. Fol- 
lowing this recovery, during the quarter 
just ended, some gains were lost. The 
situation in Canada, nevertheless, is less 
discouraging than it was six months ago. 

Over the past half year, our index of 
general industrial employment slightly 
declined as between July 1 and Decem- 
ber 1 and our index of employment in 
manufacturing remained almost un- 
changed between these dates. 

Other series present a somewhat simi- 
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The Central Bank of India, Limited 
Bombay (India) 





lar picture—some of them a distinctly 
brighter picture. Our index of construc’ 
tion contracts awarded (though still very 
low) has only fallen very slightly since 
last May. Our index of revenue car- 
loadings has definitely risen since July. 
Our index of energy produced by cen- 
tral electric stations has risen abruptly 
since July. 

Meanwhile, evidence of returning 
confidence is to be found in our index of 
the rate of turnover of bank deposits, 
which measures roughly the speed with 
which money passes from hand to hand. 
This has risen consistently during the 
last four months recorded. 

Now it is true that business is no 
longer plunging to greater depths of de- 
pression. The precipitous declines of 
January to June, 1932, have been ar’ 
rested; but in most cases, the truthful 
recorder of events is confined to the bare 
statement that decline has been arrested. 
Those cases in which he can point to 
definite recovery, while conspicuous and 
encouraging, are not numerous. 

The Business Summary of the Bank 
of Montreal says: 

Domestic trade and currency have not 
experienced any improvement. Low 
prices of all commodities remain a heavy 
drag on trade, reducing orders to a 
hand-to-mouth level. In December the 
index number of commodity prices fell 
to 64.0 from 64.8 in the preceding 
month. The index in Great Britain was 
61.2 and in the United States, on Janu: 
ary 13, was 57.3, the lowest point in 
twenty years. Retail business has been 
given the seasonal spur of bargain prices, 
and some clearance of stocks thereby 





CURRENT CONDITIONS IN CANADA 


effected. Bank clearings continue to 
decline weekly in comparison with a 
year ago. Car loadings and railway 
earnings are still on a descending scale. 
Bank resources are large, public time de- 
posits keep at a high mark, and there is 
abundant credit available when condi- 
tions warrant loans. The number of 
unemployed does not appear to have in- 
creased appreciably in recent weeks, 
but their care weighs heavily on munici- 
palities and governments. The motor 
car industry is somewhat seasonally 
brisker. Cotton, woolen and rayon 
mills have been moderately busy, and 
footwear factories have had a fairly 
good year. 

Construction, both engineering proj- 
ects and buildings, is at a low ebb. Per- 
mits issued in 61 Canadian cities in 
December amounted to only $1,480,700, 
the smallest figure in two decades, and 
the total value of permits in 1932, $39,- 
403,000, was $72,800,000 less than in 
1931 and $195,541,000 less than in the 
peak year 1929. 


Gold production in Canada in 1932 
was of the value of $63,155,900, being 
an increase of $7,468,200 over 1931, and 
as the world production of the metal 
last year was $485,745,000, Canada had 


the proportion of 12.9 per cent. Total 
mineral production in Canada in 1932 
is computed at $182,701,000 compared 
with $310,850,000 in 1929, but in the 
three years between these periods the 
recovery of gold has risen from 12.8 per 
cent. to 34.6 per cent. of total mineral 
production. In considering these figures 
the great fall in the price of copper, 
nickel, lead and zinc is to be remem- 
bered, stable price applying to gold 
alone. 

General conditions in Canada are thus 
looked at by the Canadian Bank of 
i in its Monthly Commercial 
etter: 
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Mid-winter dullness has settled over 
a large part of the industrial area, re- 
lieved here and there by seasonal expan- 
sion, notably in the manufacture of 
automobiles, which extends to the plants 
of many allied industries. The trend in 
this direction at the commencement of 
the peak season is difficult to determine, 
but there is a belief in some quarters 
that the replacement of old cars and 
trucks cannot be delayed much longer. 
The. steel industry, which was much 
more active towards the close of 1932 
than in the corresponding period of 
1931, appears to have slowed down 
again, owing to the completion of a 
large order at one important point. The 
most recent reports show that the news- 
print mills’ output in December was. 
less than in the preceding month, bring- 
ing the year’s production to the lowest 
level since 1926. But for the second 
successive month shipments exceeded 
production, with a consequent decline 
in stocks. 

The construction trades have entered 
the new year with the smallest volume 
of work since 1919, owing, of course, to 
the precipitate decline in building and 
engineering; the January contracts 
awarded were not much more than half 
in number and a quarter in value of 
those let in the like month last year. 

Railway freight trafic increased at a 
quicker pace during the first part of 
January than in the corresponding 
period of 1932, but not sufficiently to 
offset a marked decline in the latter 
part of the past year. 

Foreign trade has declined, chiefly as 
the result of a drop in wheat exports, as 
is usual at this season, but despite the 
competition from the new crops of the 
Southern Hemisphere Canadian ship- 
ments have been larger than in January 
of last year. 





BOOK REVIEWS AND NEW BOOKS 


PLANNED Money. By Sir Basil P. Blackett. 

New York: D. Appleton & Co. $1.50. 
As a former financial expert for the British 
Treasury, later Treasurer-General for India, 
and present director of the Bank of England, 
it would be difficult to imagine anyone better 
qualified to write on the subject of money 
than the author of this exceedingly interest: 
ing volume. He handles his thesis with con- 
summate ability, but—at least in the opinion 
of this reviewer—reaches “a lame and impo- 
tent conclusion.’ His remedy for stabilizing 
the internal price level is to resort to a man- 
aged currency. Under his plan the central 
bank would issue inconvertible legal-tender 
notes, decreasing the volume if prices were 
considered too high and decreasing it if they 
were thought too low. (The matter of veloc- 
ity as well as volume of the currency is not 
ignored.) 

Prices are affected, it is admitted, by bank 
credit as well as currency, though it would 
seem that not enough attention is bestowed 
on this important factor. 

In the author’s opinion booms and slumps 
are in the main caused by the instability of 
the measure of value. And that measure, 
until quite recently has been, almost univer- 
sally, gold. Therefore, gold is the culprit to 
be dragged out for exemplary punishment. 
But Sir Basil Blackett himself tells us that 
for about a century, from the end of the 
Napoleonic wars until 1914, the gold stand- 
ard worked fairly well. Does it not occur 
to him that what happened in 1914 inter- 
rupted its satisfactory working, and that the 
blame is not therefore to be placed upon gold 
but upon conditions which have rendered im- 
practicable the smooth working of any mone- 
tary system—even including his planned 
money? 
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Sir Basil Blackett’s views on what should 
be the attitude of Great Britain in respect 
to a monetary program at the international 
economic conference are especially interesting 
at this time. He presents two proposals—one 
for a sterling group, and another for joint 
action by the United States and Great Brit- 
ain. 

The volume treats of important matters by 
a recognized authority. One does not have 
to assent to the author's plan for a managed 
currency, but the reader cannot fail to recog: 
nize that the author has presented his case 
with remarkable ability. It is a book decid- 
edly worth reading. 


DESCRIPTIVE INFORMATION IN ANNUAL Re- 
PORTS TO STOCKHOLDERS. New York: 
Metropolitan Life Insurance Company. 


Tuis is the third in a series of publications 
designed to present the practices of repre- 
sentative companies in connection with the 
data included in their annual reports. The 
previous publications dealt with financial 
statements in annual reports to stockholders, 
and the type of charts and exhibits found in 
these annual accountings. 

The new publication, which completes the 
series, is concerned with pertinent informa: 
tion about a company’s activities and opera’ 
tions which are inserted in the annual report 
because of their probable interest to stock- 
holders. It classifies this descriptive material 
as follows: Information concerning nature 
of business, products, manufacturing and sales 
facilities; explanatory information concerning 
balance sheet and profit and loss items; new 
acquisitions, capital expenditures, and changes 
in and growth of corporate structure; review 
of operations, economic conditions, and in- 
dustrial relations; statistical information to 
show trends. How these various items of 
information, all designed to give the stock- 
holder a clearer picture of a company’s posi- 
tion and outlook, appear in typical annual 
reports to stockholders, is described and illus’ 
trated. 


PROCEEDINGS OF THE TWENTY-SIXTH AN’ 
NUAL CONVENTION OF THE ASSOCIATION 
or Lire INSURANCE PRESIDENTS. Pub: 
lished by the Association at 165 Broadway, 
New York. 


A VERBATIM report of the proceedings, care’ 


fully indexed. Of value to those interested 
in life insurance problems. 


TecHunocracy: An Interpretation. By Stuart 
Chase. New York: John Day. 25c. 
THE author of this book, who is not himself 
a member of the group calling themselves 
technocrats, here presents a definition, an 

analysis and an interpretative criticism. 





THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Equipping the Bank Window 
Window Displays as Builders of Good Will—and New Business 


By GeorGE J. KADEL 
President, Elliott Service Company, Bank Advertising 


HE banker is not, strictly speak- 
[xe a merchant. He does not 

sell jewels that glitter, nor auto- 
mobiles that are desirable, nor com- 
modities that are necessary. Yet he 
has a very definite merchandising prob- 
lem. He has to sell the integrity and 
the dignity of his profession. And he 
has to sell, in their fullest value, the 
various and often uncomprehended 
banking services at his command. To 
present these myriad intangible factors 
to a lethargic public, and to obtain 
from that public the desired response, 
he utilizes every weapon known to 
merchandising science—personal sales 
efforts, direct mail, newspaper and 
magazine advertising, car cards, bill- 
boards, window displays, and so on. 
More than that, he constructs impres- 
sive buildings, he invests in beautifully 
designed banking quarters that of them- 
selves emanate a satisfying sense of 
security, and he surrounds himself 
generally with an atmosphere that in- 
vites the placing of private wealth in 
his safe-keeping. The banking houses, 
the burglar-proof vaults, the labor- 
saving machines which divest him of 
technical routine, and even the adver- 
tising, sales, and merchandising efforts, 
are all tools of his profession. 

For merchandising efforts may be as 
much a part of a bank’s equipment in 
striving competitively for business as 
are the physical surroundings which 
go to make up the efficiency and 
security inherent in present day bank- 
ing houses. The display window, for 
example, as an integral part of a bank 
buildin: may have, if properly ex- 


ploited, as beneficial an effect upon 
the public mind as the widely-heralded 
vaults and protective devices. One is 
just as much a part of the building 
as the other. 

Consider the casual customer as he 
strolls towards the bank to make a 
deposit. He may have potentialities 
which would enhance his value to the 
bank as well as the bank’s value to 
him. His mind and his thoughts are, 
at the moment, upon banking services. 
But his knowledge of those services is, 
perhaps, limited to savings accounts and 
checking accounts—at least as far as 
his personal relation with his bank is 
concerned. He probably has heard of 
life insurance trusts, of safe deposit 
boxes, of Christmas Clubs, and the 
like. But such additional services may 
never have been brought, imminently, 
to his attention. The display window, 
with its live, quick message, catches 
his eye at the psychological moment, 
prompting him to action. 

The banker may not be a merchant 
in that he has goods to sell in an 
across-the-counter fashion. But the in- 
tangibles he has to offer are just as 
important and just as necessary. To 
the retailer of any line, be it merchan- 
dise or service, the display window is 
a most valuable contact with the public 
because it reaches people at the moment 
when they are ready to do business. 

As a result of many surveys made by 
merchandising experts it has been defi- 
nitely determined that the display win- 
dow and the first few feet behind it 
are worth 35 per cent. of the rental 
value of the entire. floor. Most banks 
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own the premises they occupy, but even 
so, these premises have a certain rental 
value which must be considered as a 
part of the overhead expense of opera- 
tion. This rental value is an asset and, 
on the basis just mentioned, the bank’s 
display windows represent approxi- 
mately 35 per cent. of the investment 
in that asset. If, then, the bank is not 
utilizing its windows to the fullest ex- 
tent and securing all the advertising 
value from them, these same windows 
constitute a “frozen asset” which, 
through the right kind of window dis- 
play advertising, might easily become 
“liquid” and, in fact, pay dividends in 
both new business and good-will. Hence 
display windows are a part of a bank's 
equipment. They may be profitable or 
they may be unprofitable. Like any 
other piece of equipment, they must be 
correctly used to produce their full 
value. 

How, then, may a display window be 
used to obtain this maximum effect and 
produce a full return for the funda- 


mental investment it represents? 

About the first requirement of any 
window display which aims to attract 
favorable attention is that it should be 


reciprocal. That is, to get people to 
look at advertising matter which you 
want them to see, you should also give 
them something that they want to see. 
It must interest, entertain, and attract 
at a glance or it will not obtain this at- 
tention. At the same time, and by the 
same token of reciprocity, it must put 
over a selling message or it is a waste of 
money. Peopte will look at an advertis- 
ing display if it contains something that 
they like to look at. As human beings, 
all who pass by a display window of a 
bank cannot help but form an opinion 
of that bank based on what they see in 
its window. Ours is a fast moving age— 
a display attuned to the modern tempo 
indicates that a bank and its personnel 
is also in harmony with national progress 
and development. Up-to-date displays 
help create this desired feeling. Once 
this favorable impression is gained, it 
must be continued. Unless the story of 


the services offered by a bank is put 
across in a pleasing and effective man- 
ner, day after day, the cumulative effect 
of past efforts, no matter how success- 
fully set forth, will soon be forgotten. 
To do this displays must be changed 
often in keeping with seasons, anniver- 
saries, or current news of vital interest. 
If variety isn’t properly the spice of life 
in this case, it is the spice of advertising. 
For displays that are dusty and dog- 
eared from too long a servitude are as 
deadening in their effect as no display at 
all. 

Although bankers must merchandise 
they are not, as previously pointed out, 
merchants. They must maintain the 
dignity of their profession in keeping 
with the traditions fostered in the public 
mind of the eminence of their position 
as a fundamental factor in the financial 
welfare of the community. Displays 
must, therefore, be dignified in tone-— 
and the best and surest method of ob- 
taining this suggestion of dignity is 
through that indefinable something 
which connotes, through sheer physical 
symmetry, the quality of good value. For 
only through such a suggestion of qual- 
ity, and dignity, will the patronage of 
old customers be maintained and that 
of new ones won. 

But, in an effort toward such dignity 
and quality, displays must not be so 
superior as to be superfluous—so proud 
as to be prudish. The patronizing dis- 
play chills the heart and dissipates the 
desire to do business before the prospec- 
tive customer gets as far as the front 
vestibule. 

Furthermore, window displays having 
a little warmth and friendliness in them 
are much more effective than those 
whose austerity assumes take-me-or- 
leave-me proportions. The friendly 
window display should depict the happy 
results of wise banking instead of the 
unhappy results of the failure to use 
the bank’s service. The extension of a 
helping hand is today more potent in 
wooing harmony between banks and the 
public than are any number of cold 
statistics, no matter how irrefutable the 
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logic of those statistics may be. This 
does not mean that displays should gen- 
eralize. Brevity is the soul of good bank 
copy. And there are times when it is 
good merchandising to stress a particular 
service such as, for example, the an- 
nouncing that there are safety deposit 
boxes for rent immediately after a local 
burglary. To achieve definite results, 
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the display must make the reader want 
to take action by telling specifically just 
what that action is to be. 

People appreciate finding out things 
that otherwise they might never have 
learned, and consequently they like the 
bank which contributes to their general 
store of knowledge. Information which 
tells them more about what the bank can 
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Indestructibility through massiveness typifies bank vault reinforcement. 


A portion 


of the Rivet Grip System under construction by the York Safe and Lock Co. in one 


of the large New York City banks. 


The interlocking framework used in the walls, 


floor and deck of the vault is clearly shown. 


really do to be of help to them—in- 
formation about business, about success- 
ful people, and about interesting hap- 
penings—is always gratefully received. 
People do not respond to what they do 
not understand, and many folks still 
believe that a bank is some kind of a 
miraculous machine accepting deposits 
at one end and grinding out interest at 
the other. Educating them in the ways 
of banking and increasing their knowl- 
edge of banking services will, assuredly, 
help to make friends. 

All of these things may be readily 
achieved in the window display—and 
they may be achieved inexpensively. 
The variety of themes and topics which 
may be used in accordance with these 
tenets are limited only by human in- 


genuity. 


A daytime display, properly 
illuminated at night, works overtime at 


no extra cost. To those banks located 
within the operating radius of bank 
window display specialists, a service 
which includes appropriate display 
frames and messages combining all of 
these necessary features may be had at 
only a few dollars a week. 

Such an investment towards the up- 
keep, let us say, of this aggressive part 
of a bank’s equipment should certainly 
prove itself a profitable one. Bank win- 
dows, as a rule, are pleasingly decorated, 
but unless they display merchandise as 
well as please the casual customer, as he 
strolls in to make a deposit, he is apt to 
stroll out again unaware of the many 
convenient services at his command. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


INFLATION CONDEMNED 


“The fiscal history of nations furnishes 
an abundance of testimony justifying 
fears about the results of money infla- 
tion. During the Napoleonic wars both 
France and Austria issued paper money 
to meet the costs of government, and 
increased the amounts in circulation 
until the paper notes could not be re- 
deemed in metal money, and then con- 
tinued to print still more until the notes 
became valueless. In our own Revolu- 
tionary War a similar policy was fol- 
lowed until the paper money of the 
Continental Congress fell so low in 
esteem that things considered worthless 
came to be referred to as not worth a 
continental. The paper money of the 
Confederacy suffered a like fate in the 
Civil War, and the greenbacks of the 
Federal Government fell in,value until 
a dollar bill was worth only 35 cents in 
gold. 

“During the World War and follow- 
ing its close nearly all the belligerent na- 
tions spent money faster than they could 
raise it by taxation and borrowing, and 
printed additional paper money to make 
up the difference. In some countries the 
paper money became valueless or nearly 
so. . . . In all these countries in- 
flation had the effect of rewarding 
speculation, and penalizing thrift. It 
was born of unbalanced governmental 
budgets, and it fostered public and 
private extravagance as it grew. 

“There is a fundamental difference 
between these historic instances of mone- 
tary inflation and ‘the proposals we are 
now discussing in this country. It is that 
in all the cases cited the nations adopted 
inflation unwillingly and through com- 
pulsion, while we are discussing it as a 
policy that might be entered upon vol- 
untarily in the hope that it might stimu- 
late business activity. Such an under- 
taking would be an entirely novel ex- 
periment, for never in history has a na- 
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tion voluntarily debased its currency to 
test whether or not the change would 
result in trade expansion and business 
stimulation.”"—Col. Leonard P. Ayres, 
vice-president Cleveland Trust Company. 


CONFIDENCE NEEDED 


“Inflation is not the pathway to busi- 
ness recovery in the United States. The 
nation has an ample volume of currency 
and resources for sound credit expansion 
to finance the restoration of business to 
normal proportions and activities. The 
great need of the hour is to set our ex- 
isting currency and credit powers in 
motion, to give them velocity and dy- 
namic force, which are in fact just as 
effective in stopping deflation and stimu- 
lating business activity as inflation is 
thought by its exponents to be, without 
its known baneful effects and deceptive 
evils. And what is needed to give our 
currency and credit resources velocity is 
business confidence, confidence among 
industrial and business leaders for their 
undertakings, courage to ask the banks 
for sound loans to finance them and 
prudent courage among bankers to grant 
them—courage, also, among our people 
to resume normal spending and replen- 
ishments, and among our investors to re- 
sume normal investing..—Francis H. 
Sisson, vice-president Guaranty Trust 


Company, New York. 
FUNDING OF THE PUBLIC DEBT 


“I have no sympathy with the view 
that the funding of the public debt must 
wait until the budget is balanced. Both 
debt funding and budget balancing are 
essential parts of sound public finance. 
Both should be accomplished, and each 


as speedily as possible. There is no 
doubt at all in my mind of the ability 
of the Government to fund its debt at 
the present time at fair and proper 
rates."—Albert H. Wiggin, 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND 
NEW BUSINESS EFFORT BY AMERICAN BANKS 


Improving Bank Advertising Policies 


Written for THE BANKERS MaGazINE by a leading bank advertising man, this article is the 


first of a series discussing improvements of bank advertising policies. 
These articles lay down no laws. 
and honestly, the individual beliefs and observations of bank advertising experts. 


will appear in an early issue. 


Another of this series 
But they do present, frankly 
As such, 


they will no doubt offer some valuable suggestions to many bank executives interested in 
increasing their advertising efficiency. The articles will be published anonymously so that the 
personal expressions of the writers will not be associated with the institutions they repre- 


sent.—Editor. 


HE improvement of bank advertis- 
[i policies is the job of the execu- 
tive officer of the bank—usually 
the president. It has to be his job. He 
is and should be the man who makes 
and changes the policies of his institu- 
tion—in advertising or in anything else. 
What are common errors in advertis- 
ing policy made by bank presidents? 
Here are a few. Noting poor advertis- 
ing policies of a bank is one of the best 
ways to indicate improvements. 

1. Advertising Set-up. In the small 
banks the budget will not allow a quali- 
fied advertising man to devote his full 
time to the advertising job at hand. The 
president himself, or a member of the 
staff, must plan, write and oversee the 
production of the bank’s advertising. 
This is sound and practical. But often 
a mistake is made in not tying in this 
advertising activity with other new busi- 
ness efforts. Every bank, whether large 
or small, maintains some sort of an effort 
to expand—to get new, desirable busi- 
ness. Every bank also exerts a great 
deal of effort to hold desirable business. 
Advertising can further each of these 
activities. Therefore, barring excep- 
tional circumstances, the shoulders which 
bear the brunt of these efforts—what- 
ever they may be—should also carry the 
advertising load. 

Larger banks have advertising depart- 
ments. From my knowledge of adver- 
tisings managers I believe most of them 
are doing a good, conscientious job— 
within the limits of the policies set by 
the president. Often the advertising 


manager does not have the prestige to 
change these policies, where an outsider 
coming in would soon convince the 
president that a different course should 
be pursued. It is not uncommon, for 
example, for an advertising manager to 
be uninformed concerning all-important 
decisions of the president of ‘his own 
bank—decisions which should affect the 
entire advertising campaign. I know a 
large middle-western bank, as a case in 
point, where the advertising manager 


first learned of a change in the savings 
interest rate when he read about it in 


the morning paper. I know another ad- 
vertising manager, this man in a large 
seaboard bank, who first learned about 
the installation of a service charge from 
the complaints of the customers. Here 
the cashier had sent out brusquely- 
worded notices stating that a monthly 
charge would be added to all accounts 
averaging less than $100. These notices 
had gone to every customer, including 
hundreds whose balances never fell be- 
low $5000. These customers resented 
the tone of the message and did not 
understand why it had been sent to 
them. Both the interest change and the 
service charge had public relations 
angles. In both cases the ideas of the 
advertising manager as to the method of 
notification should have been considered 
—beforehand. 

Then we come to the largest banks 
where an advertising agency is em- 
ployed, in addition to the inside adver- 
tising department. The president of one 
of the country’s largest banks recently 
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told a friend of mine that his agency 
wasn’t worth a nickel on financial ad- 
vertising, but did maintain a good bal- 
ance in the bank. This bank averages 
over $100,000 advertising expenditure 
yearly. The advertising manager ob- 
tains none of the assistance he has a 
right to expect from the agency. I could 
not help but wonder if the actual profit 
on the agency's account would not be 
far less than the money return the bank 
would obtain from its advertising if a 
better qualified agency were employed. 

2. Planning. Much bank advertis- 
ing is and should be institutional in na- 
ture, but effective institutional advertis- 
ing must have definite objectives. These 
objectives can not be drawn out of a 


hat. They should be planned after 
weighing different possibilities. An ap- 
praisal of the advertising assets of the 
bank naturally precedes the planning. 
This appraisal is a job for the advertis- 
ing department, the new business de- 
partment, the advertising agency or a 
combination of all three. But after 
various possible objectives have been pre- 
sented to the president, he should make 
the final decision. He can weigh the 
suggestions from the advertising men. 
He can consult his executive associates. 
But the decision should be his. Yet only 
a few days ago I was talking to an ad- 
vertising manager who has not had a 
chance to discuss advertising plans with 
his president in the last four years. 
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Hundreds of thousands of dollars of the 
bank’s money were spent in that time. 
Is that sound policy? 

Where the advertising program of a 
bank is not institutional but is directed 
toward selling a specific department, 
such as personal trust work, the new 
business head of that department should 
have a large voice in the planning. 

If bank presidents gave as little as 
one morning a year to an exhaustive, 
uninterrupted discussion of advertising 
plans—not budget alone, nor copy, nor 
art, but underlying plans—they would 
be better satisfied with advertising re- 
sults. 

3. Copy. A common mistake in 
policy here is for the president to spend 
too much of his time criticizing commas 
and words. A large bank once operated 
for a month under these instructions 
from the president: “Prepare an adver- 
tisement, pull fifteen proofs, send one 
proof to each senior officer with a note 
from me asking for criticism.” No ad- 
vertising appeared in the newspapers 
during that month for that bank, but 
fifteen senior officers had the opportu- 
nity of a lifetime to tell their president 
where adverbs should be placed and 
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what words were distasteful to them. 
The president of the bank would never 
have dreamed of asking his vice-presi- 
dents to pass on a commercial loan with- 
out access to the borrower's balance- 
sheet. Yet he asked them to criticize a 
specific advertisement without any 
knowledge of what the advertising cam- 
paign was attempting to accomplish. 
This was an extreme case. But in many 
banks the president permits or even in- 
vites a great deal of criticism on adjec- 
tives and too little real thought on ob- 
jectives. The objective is the important 
thing for an executive to decide. Once 
the program’s purpose is outlined, the 
president should employ advertising men 
who can be trusted to phrase individual 
advertisements well. 

To illustrate the sounder policy—one 
advertising manager in the Middle West 
had the full backing of his president in 
adopting this attitude. A proof of each 
advertisement was always sent to the 
head of the department concerned with 
approximately this comment: “I am ask- 
ing for criticism on facts, policies and 
the soundness of the sales appeal. I am 
not asking for criticism on wording or 
presentation because I am supposed to 


BUSINESS 
MORTALITY 


LABLE stanstics show that not more than fifty cong 
‘cerma that were doung busness in this country one hun: 
dred years ago are uw exustence today Less than $0 
of those that were successfully operanng even thirty 

years ago are doxng business today Based on these bgures, the 

expectancy of the average business concern today 1s about the same 
as that of a gnddle aged individual 


THE EXPECTANCY 
OF THE AVERAGE 
BUSINESS CONCERN TODAY 
iS ABOUT THE SAME 
AS THAT OF 
A MIDDLE-AGED 
INDIVIDUAL 


these three factors 


(1) Incompetent Management 
Q) Lack of Capiat 


F A CARROLL 
Vice Prendent and Trust Officer 


‘What causes this high mortality in business? In most cases, 


THE NATIONAL 


SHAWMUT BANK 


‘OF BOSTON 


This mailing piece is a compelling presentation of pertinent statistical data. The significant 
deduction is boldly announced on the front cover and is concisely substantiated within, 
followed by a brief statement of what the National Shawmut Bank can do about this 


situation. 


The artwork is even more pleasing in the original as the border designs are in 


a dull orange color, as are the Indian head, the initial letter and the cut of the booklet. 
A business reply card accompanies the folder. 
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What pride took 
from his estate 


The price of pride 
has gone up 


ST. LOUIS UNION 
TRUST COMPANY 


Cempem o mgeget te Some Sng Bom 


c 
Creuse 


ESTATE 
SHRINKAGE 


“The difference between 
what you leave and 
what your family gets” 


. 
Federal Estate Taxes often more than 1000% 
nder 


Advertisements with forceful “pictures that tell the story,” dramatic headlines and practical 
copy are making the people of St. Louis conscious of the valuable trust ‘services rendered by 


the St. Louis Union Trust Company. 


Two units of this striking series appear above. 


Each 


has a coupon by which one can order any or all of the bank’s booklets discussing in detail 
“The Net Value of Your Estate,” “Your Will,” and “How Trust Funds Are Invested.” 


know more about that than you do.” 
‘“Hard-boiled” perhaps, but wasn’t the 
policy sound? 

4. Art and Typography. The presi- 
dent of a bank should have the final 
say-so in adopting a typographical style 
for his advertising. Typography and art 
(if used) can, of course, subtly suggest 
the general policy of the bank. Type or 
illustration, or both, indicate an ultra- 
conservative, a popular, or an aggressive 
bank. But after the style is agreed upon 
the president should not be expected— 
nor should he allow himself—to decide 
whether a 36-point or 48-point heading 
is preferable; nor whether the illustra- 
tion should contain a full-face figure or 
a profile. 

5. Media. The president should 
lean on technical advisers when it comes 
to the selection of media. Newspapers, 
direct mail, class and other magazines, 
outdoor boards, mass plan, radio, car 
cards, calendars, miscellaneous media— 


all these have their place under certain 
conditions. But the advertising man- 
ager should not have to feel influenced 
in his recommendations by inside alli 
ances. The advertising director of a 
southern bank, for example, has to in- 
clude a certain expensive souvenir each 
year on his budget because the article is 
manufactured by the brother of an 
officer. 

And the president should insist that 
all advertising expenditures be routed 
through one department. I know one 
bank where every senior officer is per’ 
mitted to sign any contract for advertis: 
ing which sounds appealing—and at the 
end of the year the president criticizes 
the advertising manager for not staying 
within the allotted expenditure! 

In short, a bank president could im: 
prove his advertising if he would: (1) 
provide a rational advertising set-up, 
keeping himself reasonably accessible to 
those he employs to influence public 
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thought on his bank; (2) devote more 
attention to planning, (3) less to details; 
(4) insist that advertising and new busi- 
ness walk the same paths; and (5) place 
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both final authority and full responsibil- 
ity upon the advertising men—within 
the limits of the thoughtfully-considered 
policies he, himself, lays down. 


HOW BANKS ARE ADVERTISING 


Ir handled with just the right touch of 
deft tact and ingenuity, direct mail ad- 
vertising in the form of personal letters 
constitutes a very potent medium for the 
regaining and re-establishing of public 
confidence and co-operation. Aside from 
the exploited assumption that the aver- 
age individual can be duped into any 
thing if appealed to by the “subtle flat 
tery” of a personally addressed letter, 
the fact remains that a _ genuinely 
friendly message, extended in honest 
sincerity, will register a definitely favor- 
able impression with the earnest people 
of any community. Friendliness begets 
tangible good will, and wins a confi- 
dence which will grow into active co- 
operation when the opportunity for it 
arises. 

A series of form letters sent out by 
the First National Bank & Trust Com- 
pany of Findlay, Ohio, has a strongly 
pleasing appeal because each piece is so 
excellently written that it “rings true.” 
There is that spirit dbout the letters 
which instantly allays suspicion and 
skepticism—a feat indeed in these days 
when the average man’s attitude toward 
banks is so steeped in suspicion and 
skepticism. Form letter 1 is a New 
Year's Greeting which carries a genial 
smile of cordiality that is well-nigh 
irresistible. 


Maybe— 

it’s a bit old-fashioned, this idea of 
wishing folks a HAPPY New Year. 
But we've been doing it for sixty- 


nine years, and just wouldn't feel 
right if we stopped. 


We like to feel there is still senti- 
ment in business—even in the busi- 
ness of banking. 


We like to feel there is still room 
for the old-fashioned methods that 


were human and helpful. Friendly, 
neighborly and democratic. 


Every man in this bank, every em- 
ployee, president to office boy, ex- 
tends to you— 


A hearty handclasp of human fel- 
lowship at this holiday time of year. 
And we hope sincerely, that health, 
happiness and prosperity will be 
yours during the New Year, and 
always. 


Cordially yours, 


That represents purely good will ad- 
vertising. The letter below is one of 
those directly out after business—in this 
case, savings accounts. Its little argu- 
ment is obvious and simple, but neatly 
stated without any complications or 
threats or impressive data. The result is 


The Care Of Securities 
Under A Policy Of 
NO SECURITIES FOR SALE 








\VESTMENT 
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with investment management 


Careful watch 1s kept for calls, accrual of nights and, when marunties approach. 


plans for reinvestment are made well so adv. 


ance © avord loss of wnterest 


The Worceser Bank & Trust Company does nor sell securines and 1s, there» 
fore, free 10 make umparual 





of trustee many businews men have nai 
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Worcester Bank & Trust Company 
aptend ms WORCESTER COUNTY NATIONAL BAM, Doreen hxtng 
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Chasen Tress Company 
Speocer Newmmes Beat 
thaw Nawoeas Bead of Weomes 


Ample white space, intelligently used, 

strengthens the copy appeal to the trust 

prospect. Dominance is gained through 
the simplicity of the layout. 
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A bank may be described as @ plan for col- 
lecting the funds of the community to work 
together for the good of all. It transiorms 
money into credu. And 90% of the business 
of the world today is done on credit 


WHAT IS 
A BANK? 


The great business enterprises of a community 
cannot be carried on with “small change” in 
the pockets of individuals Business of impor 
tance is possible only when these small sums 
are collected and made available for use 
throughout the country 


By bookkeeping within our system of 20,000 
banks, we add to the balance in one account 
and subtract from the balance of another in a 
different part of the country. without a single 
dollar bill changing hands. 


The vast and smooth working banking organ. 
ization which handles this great volume of 
transactions renders a service not only coun- 
try-wide but world-wide 


By co-operation with each other, banks and 
their depositors can mutually benefit and 
profit 


A bank's first duty is to safeguard its de 
positors and second to pay expenses. create 


WHAT A BANK 
DOES WITH 
ITS DEPOSITS 


reserves and carn a reasonable return for the 
shareholders who have invested their money 
for the protection of the depositors 


A substantial part of the deposits will be kept 
in cash ready to meet demands This does noi 
earn any interest so a second reserve will 
be invested un the highest type of listed and 
readily salable bonds. The remainder may be 
loaned to the bank's customers who borrow 
for short periods and who can assure the bank 
of prompt payment when duc 


So these deposits make ut possible for some 
men to buy what others have to sell or others 
have produced. They help keep the cycle of 
production and marketing complete and all 
the while your funds are available to you 


The State Bank & Trust Company of Evanston is making an earnest effort to enlighten 


the general public as to the what, how and why of banking. 


These two are No. 1 and 


No. 3 respectively of a series of ads issued by this bank that frankly and simply informs 
the citizen of the facts he should know—and wants to know—about his bank. The layout 
is perfectly adapted to the subject and the copy is straightforward and comprehensible to 


all. 


convincing. The last line is a very nice 
stroke. 


You've seen the world— 

advance from kerosene to Mazdas. 
From family buggy to automobile 
and aeroplane. 

You've seen a lanky Lindbergh leap 
from land to land. Crossing an 
ocean in less hours than it once re- 
quired days. 

We, too, in the sixty-nine years 
we've been in this business of bank- 
ing, have seen considerable change. 


But one fundamental fact of life 
has NOT changed: 


The law of compensation, which 
makes us work in old age for the 
things we wasted in youth. 

There is as MUCH need, an even 
greater need for saving today, than 
ever before. 


But of course you know that. It’s 


This admirable series has beeh issued in its entirety, enclosed in an attractive folder. 


just a question of WHICH bank. 
To answer that question for you, is 
the purpose of these friendly little 
letters. 


Frankly, we WANT to be YOUR 
bank! 


Cordially yours, 


A little more of this homely friendli- 
ness and a little less sweeping abstrac- 
tion might be a splendid thing in these 
days of disillusionment and _ distrust. 
People cannot effectively be forced; they 
must be won. 


On the side of mass appeal, the Union 
Bank of Michigan, in Grand Rapids, 
Michigan, is going in for outdoor bill- 
boards on an extensive scale in a six 
months’ experimental effort to get new 
business by this medium. It has taken 
one hundred billboards in the metro 
politan area of Grand Rapids on which 
will be displayed posters featuring the 
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bank’s motto, “Security With Interest.” 
At the left of the sign is a representa- 
tion of the front of the bank, the name 
being placed across the bottom. The aim 
of the campaign is to make the citizens 
of Grand Rapids “Union Bank of 
Michigan conscious” to such an extent 
that, in the words of the cashier, “when 
they think of a bank, they will think of 
ours.” To determine as far as possible 
what new business results can be traced 
to the billboard campaign’s influence, 
newspaper display space has been re- 
duced to a minimum during this experi- 
mental period. The billboards are dis- 
tributed in all neighborhoods of the city 
to give complete coverage in every loca- 
tion. 


THE Webster and ‘Atlas National Bank 
of Boston has made very good use of 
another medium in issuing, on its one 
hundredth anniversary, an _ interesting 
calendar. Each sheet of the calendar 


The Bank of Montreal ; 
has Never Wavered 


in Its Course . . . 


mon wself yet young as the laress 
of Canada thes bank keeps 

ff  tradinonal policy of 
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> the demands of modern 


en dealing with the wsmunon, you have the assur 
of safety and good banking servwe, whether your 


um be large or small 


Established 1817 


AL ASSETS IN EXCESS OF $700 000 ovo 
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shows a scene of old Boston as it ap- 
peared in 1833 when the Atlas Bank 
was established, under which is the cal- 
endar for the month in large, clear, 
graceful figures. At the bottom is the 
signature of the bank. The pages are 
11” x 15”, the space on each sheet being 
divided equally between the illustration 
and the calendar. This is a specially 
beautiful piece of work and a fine bit of 
institutional advertising for the bank. 


In the widespread effort of banks to 
educate the public regarding banks and 
banking, there have been many ap- 
proaches to the problem. The Hunting- 
ton National Bank of Columbus, Ohio, 
takes advantage of the human curiosity 
in “what makes the wheels go round” 
and is running a series of ads entitled 
“Bankers Hours.” Each ad takes a par- 
ticular hour of the day and, with art- 
work and copy, describes just what goes 
on inside the bank at that particular 


cA 115-Year-Old 
CANADIAN INSTITUTION 
That Is Still Young 


provide safe helpful 
tor the people and buss 


BANK OF MONTREAL 
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As the branch banking system prevails in Canada, there are only a few banks and these 


are old, established houses. 
tiona!. 


Hence financial publicity in the Dominion is largely institu- 
These are samples of the dignified yet progressive and vigorous advertising done 


by the Bank of Montreal. 
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Mrz MERRY-GO-ROUND 


. he moves fast: .. and GETS NOWHERE! 


€ j 


JUST gag ered @ circies Not getting any. 
where 





Savings banks in the metropolitan area 
have been sponsoring a mutual campaign 
in the newspapers which acts as a founda- 
tion for individual bank advertising, 
helping to stabilize public confidence. 
This is a unit from the co-operative 
campaign of the banks of Manhattan, 
Bronx and Westchester. Group V of 
Brooklyn and Queens have likewise been 
doing co-operative advertising, as previ- 
ously mentioned in this department. 


time, together with some of the prob- 
lems that come up. A lot of information 
is tucked into these ads, making them 
very instructive and good reading. For 
example, in the “10 A. M.” ad, it is re- 
marked that the Information Desk is 
confronted with people asking all sorts 
of questions, and “the one most fre- 
quently asked today is “What is the gold 
standard?” The question is therewith 
answered in two brief and clear para- 
graphs—timely information of general 
interest. Just above the bank's signa- 
ture, is a small line or two stating that 
“This is the nth of a series describing the 
daily routine of a modern bank; a. m. 
events will be discussed next week,” get- 
ting the reader to expect and look for the 
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following numbers by somewhat the same 
tactics as a serial story. 


THE New York Trust Company has 


‘issued an attractive and helpful booklet, 


“Your Will and Your Family,” which 
was announced by letter and which may 
be obtained by mailing the card enclosed 
in the letter. The booklet explains con- 
cretely the wise handling of a will and 
an estate to cut the costs of inheritance. 
It believes that its message “can best be 
appreciated by examining the following 
hypothetical case similar to many re- 
cently brought to our attention.” The 
illustrating case is described clearly with 
text, charts, and diagrams. Following 
these pages, are two brief paragraphs on 
the bank’s other trust plans, and the 
Trust Department’s availability, after 
which there are two blank pages for 
memoranda. This piece gets a good deal 
across without saying too much, by 
using the simple method of citing an 
apt example with clarity and obvious 
deductions. 


Very adroit management has _ been 
shown in the handling of the advertising 
of the Central Savings Bank of New 
York. A steady newspaper campaign is 
tied up with billboard advertising by 
using the same illustrations on both. The 
copy, of course, is varied as only a very 
little can be said on a poster, picture and 
signature necessarily being most promi- 
nent. The newspaper space used is 
small, about 2” x 6”, but is given em- 
phasis by a heavy black line around the 
entire ad, which is arched at the top, 
setting it off from the ruled lines of the 
column. The illustrations are all in the 
same manner, drawings in cartoon style 
with clever captions. The layout is al- 
ways the same, and the copy has con’ 
tinuity of style, if not subject. The 
best and most “catchy” phrases of the 
newspaper copy are used on the bill- 
board posters. In this way, the units of 
the newspaper advertising are distinctly 
tied up with each other and the posters 
are immediately identified with the cam- 
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paign. The external sameness makes 
for the recognition and impression which 
come from repetition, while the constant 
variety of ideas maintains interest. 


Miss RuTH PeEarsE, formerly advertis- 
ing manager of the First Wisconsin Na- 
tional Bank of Milwaukee, is now con- 
nected with the advertising agency of 


Neisser-Meyerhoff, Inc., of Milwaukee 
and Chicago. 


JouHn M. Eaton, for the past six years 
in charge of the advertising of the 
Northern Trust Company, Chicago, has 
been elected an officer of that bank with 
the title of advertising manager and di- 
rector of publicity. 


Bank Sponsors Barter Exchange 


NE of the most encouraging 
features of the present situation 


O is the way progressive banks are 


finding means to adapt themselves to 
changing conditions and to make them- 
selves useful to the people of their com- 
munities. The other morning up in 
Brattleboro, Vermont, readers of the 
local newspaper read with interest the 
announcement that the Brattleboro 
Trust Company had inaugurated a bar- 
ter exchange. The announcement read: 


The farmer may list what he has to ex- 
change for the services of a carpenter, 
plumber, electrician, painter or laborer; or 
a merchant may make an exchange of cloth- 
ing, food or other commodities; or the car- 
penter, painter, electrician, plumber or laborer 
may file his name and the bank will en- 
deavor to make an exchange for his services 
for wood, apples, potatoes, meat, etc. 

The Brattleboro Trust Company accepts 
no money or produce, but acts as a clearing: 
house in an effort to help the farmer and 
merchant and the men who are out of work. 
No profit is expected from this and no 
charge is made, except for the advertising. 
No names are mentioned in this advertise- 
ment. It is the desire of the officers of 
this hank to aid the people of this vicinity, 
and we believe, by this plan, we can help 
people to exchange services for produce. 
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Under the project which was con- 
ceived by-Charles A. Boyden, president 
of the bank, the clerical facilities of the 
trust company will be used as a central 
clearing-house for the exchanges. Any 
person who wishes to barter his labor or 
goods may register at the bank, filling 
out a card on which space is provided 
for his name, address, telephone number, 
what he wants to exchange and what 
he wants in return. The card will be 
filed at the bank and the person register- 
ing will be given a duplicate. The sur- 
pluses and needs of the patrons of the 
system will then be advertised for which 
the trust company will make a minimum 
charge to the patrons, and the bank will 
take upon itself the responsibility of 
bringing together persons who can bene- 
fit mutually through barter. 

A preliminary survey practically has 
assured the success of the venture. Dur- 
ing the past year or two bartering has 
been resorted to to some extent in the 
Brattleboro community but this is the 


first step taken to put the process on an 
orderly basis. 
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MUTUAL SAVINGS DEPOSITS 
STEADY IN 1932 


Contrary to practically every index of busi- 
ness, deposits in mutual savings banks were 
well maintained during 1932, showing a de- 
cline of slightly more than one-half of one 
per cent., or $59,066,961 (0.58 per cent.), 
from the total on January 1 of 1932. This 
slight recession left total deposits at $9,970,- 
947,424 last January 1. In the same period 
assets of mutual savings institutions declined 
by $26,666,741 to a total of $11,180,208, 
996. Their combined surplus account gained 
by $18,859,046, making a total of $1,142,- 
113,019. 

Depositors were reduced 91,205 to 13,- 
268,466, but this decrease involved many 
small school savings and club accounts. The 
average account rose from $750.77 on Janu: 
ary 1, 1932, to $751.48 on December 31. 
This average compared with the highest ever 
established on July 1, 1931, of $753.56. 

Analysis of the figures discloses that mutual 
institutions, operating in eighteen states, held 
no less than 41 per cent. of savings deposits 
in all types of banks in the forty-eight states 
on January 1. A year ago their ratio was 
about 34 per cent., reflecting a sharp rise in 
1932. Moreover, mutual savings deposits 


constitute 24 per cent. of all bank deposits 
in the country, exclusive of interbank depos- 


its, as reported by the Federal Reserve Board. 

New York easily led in point of deposits 
with a gain for the year of $55,702,292. 
New Jersey had an increase of $9,971,805; 
Pennsylvania, $6,248,506; Maine, $1,332,- 
141; Delaware, $552,521; Oregon, $14,008. 
The remaining thirteen states in which mu 
tual institutions operate reported moderate 
recessions. 


LAST SIX MONTHS THE BEST 


The deposit figures offer a further contra- 
diction to business trends. Broadly speaking, 
during the last six months of 1932 the rate 
of withdrawals decreased in states which 
showed declines in the first six months and 
the rate of gains increased in the other group 
of states. While the New York banks had 
a gain of $24,584,207 in the first half of 
the year, their increase for the last half was 
$31,118,085. Pennsylvania deposits declined 
by $3,039,543 in the first half and gained 
$9,288,049 in the second. 

The gain in surplus account brought the 
ratio of surplus to deposits to 11.5 per cent. 
a reserve of 114 cents for every dollar on 
deposit. Owing to large purchases of Gov- 
ernment bonds, a strong cash position and ex- 
tensive investment in highly liquid low rate 
securities, dividend rates showed a tendency 
to decrease. The average rate for mutual 
institutions on January 1 was 3.94 against 
4.32 per cent. a year ago. 
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A WORD FOR THE MACHINE 


It Is Imagined as Speaking in Its Own 
Defense 


{From the New York Times; reprinted by 
permission. } 


To the Editor of The New York Times: 
The machine might speak for itself thus: 
“I am the machine. 

“Made by man, I know him to be my 
master. Gladly I serve him in his varied 
need, and proudly I lend myself to man’s 
enlargement. Through me the power of 
man’s hand and the cunning of his mind 
are multiplied to infinity. With my help 
man can use the wonder of water, the mar- 
vel of fire, the miracle of steam, the mystery 
of electricity to do his multiform work, to 
traverse the continents and oceans and the 
illimitable air; to contract his earth into an 
orange; to live—deeply, broadly, intensely, 
universally. 

“They reckon ill who call me conqueror of 
man’s spirit, and who say that I have mechan- 
ized my master—that man has lost his soul 
to the machine. But I do not dethrone 
man. I merely enthrone him more firmly in 
mastery. 

“The man who knows me well and uses 
me wisely grows toward divine stature and 
he becomes a creator. With my assistance 
man coaxes Mother Nature to increase her 
generosity, so that new myriads may be 
blessed by earth’s bounteous fertility, and 
with my aid be clothed in comfort and en- 
wrapped in beauty. 

““As men everywhere become aware of 
themselves and of one another, and all the 
myriads of mankind tend to live a common 
life together, I, the machine, feel myself sum- 
moned to ever larger service; my worth is 
recognized ever more and more; my impor’ 
tance is enhanced; I come nearer to my 
master, man, and I feel the thrill of the touch 
of his spirit; I aspire to become a. close part 
of man’s conscious purpose: to create a world 
of order and stability and power and growth 
and beauty. 

“And I know my function: to emancipate 
man, to conserve and extend his strength; to 
release, him from drudgery, so that he may 
know his divinity and learn to love work and 
to enjoy leisure; to develop his constructive 
power; to help man conquer the earth and 
subdue it, so that this planet may be filled 
with happy, healthy, creative men and women 
and with welcomed, joyous children. 

“To all this service of man, my master, I, 
the machine, the fruit of his spirit, eagerly 
aspire and gladly give myself, so that he who 
made me shall also know me as his proud, 
humble, devoted, serviceable friend.” 

CHARLES FLEISCHER. 

New York, Jan. 24, 1933. 





REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


character have broken out afresh 

in various parts of the country in 
recent weeks. At New Orleans difficul- 
ties arose out of a criticism of an officer 
of one of the banks in that city by a 
member of Congress. Although an 
apology was subsequently made for this 
criticism, it came too late, and to forestall 
a run on the bank it was necessary to 
declare a brief banking holiday, which 
gave the threatened institution time to 
fortify its cash position. For a time the 
bank in question had to meet heavy 
withdrawals, but the “run” soon ended, 
and normal conditions among the New 
Orleans banks were soon reported. 

Toward the middle of February a 
more serious banking situation developed 
at Detroit, originating in difficulties of 
one of the prominent banks of that city. 
Efforts to afford quick relief to a sufh- 
cient extent having failed, the governor 
of Michigan proclaimed an eight-day 
banking holiday, applicable to banks and 
trust companies throughout the state— 
an unusual procedure, but considered 
necessary in order to make possible the 
resumption of business by the Detroit 
institution on a safe basis. 

As counteracting this unfavorable 
situation, there has been a slow revival 
of steel production—slight enough, it is 
true, but regarded as being of signifi- 
cance nevertheless. There is some re- 
covery also in automobile manufacturing. 
Demands for some form of currency 
inflation and the mortgage debt situa- 
tion are unsettling factors in the present 
business outlook. 


Bazecer troubles of a serious 


BUSINESS STILL HESITANT 


_A waiting attitude is seen by the Na- 
tional City Bank of New York, as thus 
outlined in its monthly review under 
date of February: 

he new year has begun quietly in 


business and the markets, and general 
economic conditions show no significant 
change. A seasonal resumption of op- 
erations has taken place in the industries 
which had curtailed output over the 
holidays, but new orders are light and 
have supplied no basis for any consider- 
able expansion in productive activity. 


SPRING 
FEVER 


.. OR SEA FEVER? 


CHALFONTE- 
HADDON HALL 


ATLANTIC CITY 


Leeds and Lippincott Company 
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The automobile manufacturers have 
brought out new models which are agreed 
to represent the highest in quality and 
the lowest in price that the industry has 
ever offered; nevertheless, their sales ex- 
pectations and factory schedules are both 
conservative. It is the opinion of the 
F. W. Dodge Corporation, statisticians 
of the building industry, that construc- 
tion contracts awarded in the first 
quarter will be less than last year’s 
figure by perhaps 15 per cent. Steel mill 
operations started off the year at 15 per 
cent. of capacity, compared with 25 per 
cent. at the beginning of 1932, and the 
seasonal increase during January has 
been slight, bringing the figure only to 
18 per cent. 

Retail trade has run behind a year 
ago by about the same margin as in De- 
cember, the dollar sales of New York 
department stores in the first half of 
January having been 22.7 per cent. 
smaller. In the primary textile markets 
buying has been light; however, the 
mills entered 1933 with order books bet- 
ter filled than a year ago, and textiles 
accordingly are more active than the 
heavy industries. The cotton mills had 
net unfilled orders at the end of Decem- 
ber equal to nearly three weeks’ output 
at that month’s rate, and the rayon mills, 
which sold last year almost as much 
yarn as in their big year, 1931, are un- 
derstood to have record bookings for 
first quarter delivery. These industries, 
and others making goods of everyday 


necessity, provide business with its chief 
support. They are keeping the general 
level of activity, as measured by the 
composite statistical indexes, substantially 
above the low point of last summer, but 
of course the lack of employment in the 
heavy industries and the low farm pur- 
chasing power limit expectations of im- 
provement. 

The action of the security and com- 
modity markets has been in line with the 
general quietness. Stocks and bonds 
have moved mostly sideways. Com- 
modity prices on the whole have lost 
ground, but the chief farm cash prod- 
ucts, wheat, cotton and livestock, have 
been firm or steady. The weakness has 
been in the petroleum group, silk and 
some of the tropical products. 

This brief description suggests that 
the general attitude is one of waiting for 
further developments in the situation, 
and undoubtedly this is the case. 


MONEY RATES IN NEW YORK 


The Monthly Review issued by the 
Federal Reserve Bank of New York 
(February 1) says: 

With the New York banks continu- 
ously in possession of a large amount of 
surplus funds, money rates remained at 


very low levels. Effective January 25, 
the rate of interest paid by the New 
York Clearing House banks on demand 
deposits was reduced from 1/, per cent. 
to 14, per cent., and rates paid on other 
deposits were also reduced. This re- 
duction was followed by some with: 
drawals of funds by out-of-town banks, 
and a very active demand for high-grade 
short-term investments developed. Yields 
on short-term Government securities, 
which had risen somewhat around the 
middle of the month, again declined to 
extremely low levels, and rates on bank- 
ers’ acceptances were reduced 1 per 
cent. further. 

The total loans and investments of re- 
porting New York City member banks 
showed a renewed increase during Janu’ 
ary, which in the four weeks ended 
January 25 amounted to $112,000,000. 
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BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


THE resignation of CHARLES _ E. 
MITCHELL as chairman of the National 
City Bank and the National City Company 
and of HUGH B. BAKER as president of 
the National City Company have been ac- 
cepted by the institutions concerned. JAMES 
H. PERKINS, president of the City Bank 
Farmers Trust Company, an afhliate organ- 
ization, has been chosen chairman of the 
board to replace Mr. Mitchell, whose posi- 
tion as chairman of all the National City 
organizations has been abolished. 

In offering his resignation Mr. Mitchell 
said: “My first loyalty is to the National City 
Bank of New York, to which I have given 
the best years of my life, and I am not 
willing that the criticism which has been 
directed at me as the result of public mis- 
understanding of testimony given in ex-parte 
hearings before the Senate Committee on 
Banking and Currency during the past week 
shall react upon the institution on my ac- 
count.” 

His successor, Mr. Perkins, was educated 
at Milton Academy and Harvard, from which 
he was graduated in 1898. His first bank- 
ing connection was with the American Trust 
Company of Boston. Later he was associated 
with the National Commercial Bank of 
Albany, which he left to become vice-presi- 
dent and then executive manager of the Na- 
tional City Bank. During the war he had 
complete control of this country’s European 
Red Cross organizations. In 1921 he was 
elected president of the Farmers Loan and 
Trust Company, and when that institution 
became affiliated with the National City Bank 
in 1929 he became president and director 
of the City Bank Farmers Trust Company 
and a director of the National City Bank. 


A new bank is to be opened in Pittsburgh 
to take the place of the closed Diamond Na- 
tional and Monongehela National banks. The 
subscribed capital, as named in the initial an- 
nouncement, is $1,050,000. The new insti- 
tution expects to pay depositors of the Dia- 
mond National about 45 per cent. of their 
deposits, and depositors of the Monongehela 
about 60 per cent. CHARLES A. FISHER, 
former president of the Jones & Laughlin 
Steel Corporation, has been chosen president. 


Turee Reading, Pa., banks: the Farmers 
National Bank and Trust Company, the 
Penn National Bank and Trust Company, 
and the Reading National Bank and Trust 
Company, have merged under the name of 
the Farmers National Bank and Trust Com- 
pany. The resources of the three merged 
banks total more than $30,000,000. Reading 


now has four banks, whereas ten years ago 
there were ten in the city. 


A Kansas City merger went into effect when 
the Home Bank and Trust Company opened 
for business on February 27. Four institu- 
tions are included in the consolidation: the 
Mercantile Trust Company, the Home Trust 
Company, the Main Street Bank, and the 
Sterling Bank. Total deposits amount to 
$4,800,000, while the assets exceed $5,000,- 
000. 


THE aggregate resources of 6016 national 
banks is $23,310,974,000, according to 
an announcement recently made by F. G. 
AWALT, Acting Comptroller of the Cur- 


“Only $3 for 
all this?” 


You’ll be surprised, too, when you 
see how much luxury and conve- 
nience you can enjoy at the Hotel 
Lexington for as little as $3 a day. 

And here’s another fact that’ll make 
your expense account beam with 
gtatitude—it costs only $1 aday more 
for two persons at the Lexington. 
A room which is $3 for one, for in- 
stance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve.at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’l Manager 
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rency. The report is as of December 31, 
1932, and includes banks in ‘the continental 
United States, Alaska and Hawaii. This 
sum is an increase of $744,979,000 over the 
amount reported by the 6085 banks answer- 
ing the call for statements last September, 
but a decrease of $1,351,312,000 from De- 
cember, 1931, when 6373 banks reported. 


THE Middlesex Title Guarantee and Trust 
Company and the Citizens National Bank, 
both of New Brunswick, N. J.; closed their 
doors on February 14, owing to country-wide 


business inactivity and heavy withdrawals, 
The Middlesex Trust lists its resources as of 
December 31 at $1,907,426.55, while the 
Citizens National gives its resources on the 
same date as $1,962,769. 


A First dividend of 40 per cent. to deposi- 
tors has been announced by the First Na- 
tional Bank and Trust Company of Hornell, 
N. Y., which closed on February 13. The 
money was obtained from funds collected by 
the receiver, HORACE MIZELL, and from 
a loan by the Reconstruction Finance Cor- 
poration. 


Tue St. Joseph Loan and Trust Company of 
South Bend, Ind., suspended transactions on 
February 18, with officials expressing the 
hope that a plan of reorganization which 
would allow the bank to reopen would soon 
be completed. ROME C. STEPHENSON, 
former president of the American Bankers 
Association, is president of the closed insti- 
tution. 


AT its annual mid-winter meeting in New 
York City the New York State Bankers 
Association passed the following resolution: 

“Whereas, it is our understanding that the 
HONORABLE JOSEPH A. BRODERICK, 
Superintendent of Banks of the State of New 
York, was obligated to expend a large sum 
from his personal funds to defend his good 
name and reputation, and to preserve the use 
fulness and independence of his high office 
against charges of misfeasance and mal- 
feasance made by the public prosecutors of 
the State of New York, of which charges he 
was fully exonerated, and 

““Whereas, complete confidence in him has 
been expressed by Governor Lehman in re 
appointing him as Superintendent of Banks 
of the State of New York, 

“Now Therefore, Be It Resolved, that we 
request the State Legislature to assume as 
obligations of the State of New York all 
expenses incurred by him in his defense, in- 
cluding counsel fees, court and witness fees, 
traveling expenses, and all other disburse 
ments necessarily incurred by him in these 
proceedings.” 


DON M. BARNETT, former vice-president 
and cashier of the Barnett National Bank of 
Jacksonville, Fla., was elected to the new 
office of executive vice-president recently 
created by the bank. Mr. Barnett’s former 
office will be filled by FRANK W. NORRIS, 
a vice-president of the bank. All other 
oficers and members of the directorate were 
re-elected.: 


WALTER R. FRAME, vice-president of the 
Waukesha (Wis.) National Bank, has been 
elected a trustee of the Northwestern Mutual 
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Life Insurance Company, succeeding to a 
position held by his father, the late AN- 
DREW J. FRAME, for more than twenty 
years. 


Tue Board of Directors of the Mercantile- 
Commerce National Bank in St. Louis have 
re-elected officers as follows: GEORGE W. 
WILSON, chairman of the board; JOHN 
G. LONSDALE, president; G. N. HITCH- 
COCK, vice-president; GUY R. ALEX- 
ANDER, cashier; ADOLPH H. HANSER, 
assistant cashier and assistant trust officer; 
J. A. McCARTHY, vice-president and trust 
oficer, and OSCAR G. SCHALK, comp- 


troller. 


RUDOLF §. HECHT was re-elected presi- 
dent of the New Orleans Clearing House 
Association, and OLIVER G. LUCAS was 
reelected vice-president at the annual meet- 
ing. Mr. Hecht also heads the Hibernia 
Bank & Trust Company, while Mr. Lucas is 
president of the Canal Bank & Trust Company. 
J. D. O’KEEFE, president of the Whitney 
Bank; LYN H. DINKINS, president of the 
Interstate and Banking Company, and JOHN 
LEGIER, president of the American Bank 
and Trust Company, were named to serve 
with the president and vice-president as mem- 
bers of the committee of management. J. H. 
PETERSON was re-elected manager-examiner 
of the association. 


Tue Guaranty Trust Company of New York 
has announced the appointment of HARRY 
W. KNUDSEN as assistant secretary. 


THE election of WALTER LICHTENSTEIN 
as vice-president of the First National Bank 
of Chicago has recently been announced. Mr. 
Lichtenstein holds three degrees from Har- 
vard, where he assisted in building up the 
great collections of the Harvard Library. 
Later he was associated with the faculties of 
Northwestern University and the University 
of Chicago. In 1918 he became associated 
with the First National Bank, first as foreign 
trade adviser and then as executive secretary, 
helding that office from 1921 to the present 
time. 

In 1929 he was general secretary of the 
Conference at Baden-Baden where the Bank 
for International Settlements was organized. 
Last summer Mr. Lichtenstein was one of the 
four delegates sent by the United States Gov- 
ernment to the Telecommunication Confer- 
ence held at Madrid. He has served also as 
secretary of the Federal Advisory Council of 
the Federal Reserve System, and is well 


known as a speaker and authority on financial 
questions, 


At a fcbruary meeting of the Board of Di- 
rector: LUDLOW F. NORTH was elected 
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assistant vice-president of the First Wiseon- 
sin Company, investment unit of the Wiscon- 
sin Bankshares Group. All other officers 
were re-elected. Mr. North is a graduate of 
the University of Wisconsin, and since 1924 
has been associated with the First Wiscon- 
sin Company, where he has been in charge 
of the organization's trading activities. 

The complete executive staff of the com- 
pany includes: WALTER KASTEN, chair- 
man of the board; ROBERT W. BAIRD, 
president; WILLIAM H. BRAND, G. 
HAROLD PFAU, and S. E. JOHANIG- 
MAN, vice-presidents; JOSEPH A. AUCH- 
TER, vice-president and treasurer; A. M. 
HEWITT, vice-president and secretary; Mr. 
North, assistant vice-president, and C. D. 
MacNAUGHTON, assistant secretary and 


treasurer. 


LEON FRASER of the United States has 
been unanimously elected president of the 
Bank of International Settlements to succeed 
GATES W. McGARRAH, who retires in 
May. Mr: McGarrah has been appointed 
honory president and been asked to serve as 
a member of the board of directors as long 
as he remains in Europe. 

Mr. Fraser will be, at 43, the world’s 
youngest central bank president. He has 
never worked in a bank. He was educated 
at Columbia and the School of International 
Polity in London, did newspaper reporting 
in New York, and taught public law and 
political science at Columbia. After serving 
in the army during the World War, he was 
made associate counsel and director of the 
Bureau of War Risk Insurance and then 
executive officer and acting director of the 
Veteran's Bureau. In 1922 he went abroad, 
where he practised international law with the 
firm of Coudert Brothers in Paris, was judge 
advocate of the American Legion, Depart- 
ment of France, legal adviser to the Ameri- 
can delegation to the London Prime Minis- 
ters’ Conference, general counsel to the 
financial experts who drew up the Dawes 
Plan, and finally alternate representative on 
the Bank for International Settlements. 

Mr. McGarrah plans to return to the 
United States in the fall, thus necessitating 
the choice of a successor on the board of 
directors from some of the American bankers, 
business men or lawyers then residing in 
Europe. 


FRANK L. BEACH, former cashier of the 
Hibernian National Bank of Portland, Ore., 
and since 1926 associated with Burroughs, 
Inc., has been appointed personnel manager 
of the Citizens National Trust & Savings 
Bank of Los Angeles. Mr. Beach joined the 
Burroughs organization to direct a course in 
training salesmen, later was placed in charge 
of bank sales at the home office in Detroit, 
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and for the past two years has been directing 
field sales on the Pacific Coast. He has 
written several books on accounting and is 
the author of numerous articles on banking 
subjects that have appeared in financial jour- 
nals. 


EDWARD H. LETCHWORTH, general 
counsel of the Marine Trust Company of 
Buffalo, was elected president of the Trust 
Companies Association of the State of New 
York at their annual meeting. The other 
oficers chosen were: GEORGE C. CUT- 
LER, vice-president of the Guaranty Trust 
Company of New York, and ARTEMUS L. 
GATES, president of the New York Trust 
Company, vice-presidents; HENRY L. SER- 
VOSS, vice-president of the Chemical Bank 
and Trust Company, secretary; WALTER 
W. SCHNECKENBURGER, vice-president 
of the Marine Trust Company, treasurer; 
HENRY J. COCHRAN, vice-president of 
the Bankers Trust Company, WILLIAM A. 
READ, vice-president of the Central Hanover 
Bank and Trust Company, and JAMES G. 
BLAINE, president of the Marine Midland 
Trust Company, executive committee, class of 
1936; HENRY E. WARD, president of the 
Irving Trust Company, executive committee, 
class of 1934. 


On February 6 the National City Bank 
opened its seventy-fourth branch in Greater 
New York. The new office is known as the 
Port Authority Branch, and is located on 
Eighth avenue, between 15th and 16th streets, 
in the new Port Authority Commerce Build- 
ing. 


THe Chemical Bank & Trust Company of 
New York City has received approval of its 
plan to reduce its capital from $21,000,000 
to $20,000,000 and the number of its shares 
from 2,100,000 to 2,000,000. 


ie) — 


THREE WAYS TO SAVE THE 
RAILWAYS 


“Looking at the situation abstractly, 
three possible methods of saving the rail- 
road machine from disaster present 
themselves. The first is for the Federal 
Government to assume the responsibility 
outright, by buying the railroads from 
their owners. The second is a radical 
liberalization of the rules governing 
loans from the Reconstruction Finance 
Corporation. The third is a means for 
reorganizing the railroads which will 
permit a drastic scaling down of fixed 
indehtedness."—Milton W. Harrison. 


COMING BANKERS’ 


CONVENTIONS 
ALABAMA BANKERS ASSOCIATION. Mont- 
gomery, May 18-19, 1933. 


AMERICAN BANKERS ASSOCIATION. Execu- 
tive council meeting. Augusta, Ga., April 
10-12, 1933. 

AMERICAN BANKERS ASSOCIATION. Execu- 
tive manager, Fred N. Shepherd, 22 East 
40th Street, New York City. No date. 


AMERICAN INSTITUTE OF BANKING, Chi- 
cago, June 12-16, 1933. 


CALIFORNIA BANKERS ASSOCIATION. Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. No date. 


CENTRAL BANK MANAGEMENT CONFER’ 
ENCE. Indianapolis, Ind., postponed until 
further notice. 

CoNNECTICUT SAFE DeEposiT ASSOCIATION. 
Hartford, April 12, 1933. 

DELAWARE BANKERS ASSOCIATION. 
both, September 7, 1933. 


EASTERN BANK MANAGEMENT CONFER- 
ENCE. Philadelphia, March 22-23, 1933. 


FINANCIAL ADVERTISERS ASSOCIATION. 
Waldorf-Astoria, New York City, Septem- 
ber 11-14, 1933. Executive secretary, Pres- 
ton E. Reed, 231 South LaSalle Street, Chi- 
cago. 

FLORIDA BANKERS ASSOCIATION. 
March 17-18, 1933. 

GEoRGIA BANKERS ASSOCIATION. 
May, 1933. No date. 

ILLINOIS BANKERS ASSOCIATION. 
June 5-6, 1933. 

INTERNATIONAL BUILDING AND Loan Con- 
GREss. London, June 6-9, 1933. 


Reho- 


Orlando, 
Macon, 


Chicago, 


Bank Buildings 


If you are considering modernizing 

your present quarters or contemplat- 
ing new offices, we believe it will pay 
you to let us solve your problems. Years 
of experience in designing bank build- 
ings qualify us to perform these services 
for you perfectly and economically. 
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CHAS. A. HOLMES 


Successor to 


HOLMES & WINSLOW 
Established 20 Years 
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IowA BANKERS ASSOCIATION. June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 

Kansas BANKERS ASSOCIATION. Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. No date. 

KENTUCKY BANKERS ASSOCIATION. Louis- 
ville, September, 1933. No date. 

MaINE BANKERS ASSOCIATION. Rangeley, 
June 16-17, 1933. 


Mip-WFEsTERN BANK MANAGEMENT COon- 
FERENCE. Omaha, Neb., March 15-16, 1933. 

MINNESOTA BANKERS ASSOCIATION. Min- 
neapolis, June, 1933. No date. 

Missour! BANKERS ASSOCIATION. May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 

MorTGAGE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton Street, Chicago. No date. 

NATIONAL ASSOCIATION OF CREDIT MEN. 
Milwaukee, June 19-24, 1933. 

NATIONAL ASSOCIATION OF MUTUAL Sav- 
INGS BANKS. Executive secretary, John W. 
Sandstedt, 347 Madison Avenue, New York. 
Swampscott, Mass., May 24-26, 1933. 

NATIONAL FOREIGN TRADE CONVENTION. 
Pittsburgh, April 26-28, 1933. 

New Jersey BANKERS ASSOCIATION. At- 
lantic City, May 18-20, 1933. 

New Mexico BANKERS ASSOCIATION. Al- 
buquerque, May 5-6, 1933. 

NortH CaroLina BANKERS ASSOCIATION. 
Pinehurst, April, 1933. No date. 

OKLAHOMA BANKERS ASSOCIATION. Ok- 
lahoma City, May 23-24, 1933. Secretary, 
Eugene P. Gum, 907 Colcord Building, Okla- 
homa City. 

PENNSYLVANIA BANKERS’ ASSOCIATION. 
Traymore Hotel. Atlantic City, N. J., May 
18-19, 1933. 

ReservE City BANKERS ASSOCIATION. 
Denver, 1933. Secretary, J. J. Schroeder, 
162 West Monroe Street, Chicago. No date. 

SoutH DaKoTA BANKERS ASSOCIATION. 
Mitchell, S. D., June 1-2, 1933. 

SOUTHERN Trust CONFERENCE. Rich- 
mond, Va., April, 1933. No date. 

TENNESSEE BANKERS ASSOCIATION. Nash- 
ville, May 9-10, 1933. 

Trxas BANKERS ASSOCIATION. Mineral 
Wells, May 16-18, 1933. 

VircInIA BANKERS ASSOCIATION. Hot 
Springs, June 22-24, 1933. 

WASHINGTON AND OREGON BANK AND 
Trust Orricers. Spokane, Wash., May 13, 
1933. 

West VirGINIA BANKERS ASSOCIATION. 
White Sulphur Springs, June 8-9, 1933. 

WISCONSIN BANKERS ASSOCIATION. Green 
Lake, Wis., June 20-22, 1933. 

WYOMING BANKERS ASSOCIATION. Casper, 
September 1-2, 1933. 
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